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WALL STREET 


Investors: F.Y.I. 

Long familiar to newspapermen are 
the cryptic initials F.Y.I. (for your in- 
formation). Attached to inter-office 
memos, these three letters demand and 
get prompt attention, denote contents 
both interesting and valuable. Just off 
the press is the current Merrill Lynch, 
Pierce, Fenner & Beane “Security and 
Industry Survey” — carries with it an 
unwritten F.Y.I. for investors from this 
nationwide investment firm. 

No sketchy brochure, the “S and I 
Survey” contains 64 pages of invest- 
ment information designed to help in- 
vestors in planning their investment 
strategy. Logically organized, the Sur- 
vey contains a discussion of business 
trends, presents pre-planned portfolios 
for different objectives covering initial 
investments of $2,500 and $25,000. 





SECURITY AND 
INDUSTRY SURVEY 


AN ANALYTICAL GUIDE FOR INVESTORS |i) 


tssuee toe 


Security and Industry Survey 
A helping hand to investors 

Here, too, wiil be found such concrete 
investment aids as: A list of companies 
which have paid dividends for thirty 
years or more; a section on Preferred 
Stocks of various classilications; a page 
on Off-Board stocks; an article on the 
outlook for interest rates complete with 
pictorial story and charts; a fixed in- 
come section covering U. S. Govern- 
ment securities, railroads, utilities and 
bond selections of varying types. 

Industries Assessed: Perhaps the 
most valuable part of the “S and I 
Survey” deals with individual analyses 
of 34 industries (specifically men- 
tioned: 324 issues), gives at a glance 
outlook for each industry as a whole 
with suggestions for long-term invest- 
ment, liberal income or appreciation. 

Published to help investors, readers 
are invited to “help themselves,” need 
only send a request* and a copy of the 
“Security and Industry Survey” will be 
mailed promptly without obligation. 
M L, P, F & B is certain they will find 
it a ready source of reference. 


*Address requests for your copy of the ‘“‘Sr- 
CURITY AND INDUSTRY SuRVEY” to: Department 
“MW” Merrill Lynch, Pierce, Fenner & Beane, 
70 Pine Street, New York 5, N. Y. 
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CiEvaCkS that have 


come every year 


for (©© years 


INCE its founding 100 years ago, the Pennsylvania 
Railroad has paid to its employees, stockholders and 
bondholders approximately twelve and a half billion dollars, 


Never once over that century has it failed to meet a financial 
obligation when due. 


To its employees the Pennsylvania has paid in wages a 
sum exceeding ten billion dollars. 


To stockholders, it has paid a cash return in every year 
since 1847—a total of a billion and a quarter dollars, 


To bondholders—individuals, and insurance companies, 
savings banks, trust companies, representing the savings of 
many millions of individuals—it has paid in interest more 
than a billion dollars. 


From the beginning, the Pennsylvania has been a railroad 
built by the people for the people. The money to construct 
it as the shortest route between East and West came from 
people of all walks of life in the form of subscriptions to 
shares of $50 each, payable in ten $5 installments. Today, 
with 13,167,754 shares outstanding, the average holding is+ 
only 61% shares, and of the 214.995 stockholders of the 
railroad 106,139—or more than 49%—are women. 


Thus, not only has the Pennsylvania Railroad served the 
American people through continually improving transpor- 
tation at low cost—but through wages, dividends and 
interest (plus huge purchases of materials in the area 
served)—it has contributed vitally to the prosperity of 
communities and to the welfare and economic security of 
many thousands of American citizens. 


ENNSYLVANIA 
RAILROAD 


ONE HUNDRED YEARS OF 





























Marionettes by Les and Mabel Beaton 


PERFORMANCE 


ON'T look now, but you're holding a double 
handful of strings this minute. 

In fact, you've been pulling them for years. You 
wanted greater sanitation in dairies, food plants, 
hospitals. You wanted better transportation on rail 
and road. You wanted to fly—and then more 


speedily, farther. higher, more safely. You wanted 


faster, lower-cost production in factories. You 


wanted to hear over the air, and then to see. All 
these desires and many others—and each pulled a 
string in Allegheny Ludlum Research Laboratories. 
Each resulted in new or improved special alloy 
steels — stainless, heat resistant, valve, tool, elec- 
trical—steels that, in many cases, did for you what 


couldn't be done before. 
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You'll have more dreams, new wants. Sometimes 
Allegheny Ludlum research will anticipate them with 
the needed special steels, but we'll always be at 


least in step. That's our job. 


ALLEGHENY 
LUDLUM 


STEEL CORPORATION, Pittsburgh, Pa. 
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The Trend of Events 


LABOR FLAUNTS ITS PRIVILEGES . . . The creep- 
ing paralysis caused by the coal strike is beginning 
to assume grave proportions. It is hitting not only 
at the very core of industrial reconversion but is 
affecting essential services such as transportation, 
utilities, schools and hospitals. Already power plants 
are curtailing their output and railroads are hus- 
banding their dwindling stockpiles of fuel. Unless 
asettlement can be effected within a fortnight, steel, 
automobile, and other strategic plants will be clos- 
ing down throughout the nation and a period of 
industrial stagnation will ensue. And, as if this were 
not bad enough in itself, the spectre of a rail strike 
loms in the background. 


{t is high time that the real issues be brought out 
nto the open. The underlying factors far transcend 
the surface issues of wages and working conditions. 
The central question is whether a “little group of 
wilful men” can be permitted much longer to hold 
alife and death power over this nation’s economy. 
We are living in a period of labor dictatorship 
whose despotism far exceeds that of the so-called 
business barons of a generation or two ago. At this 
moment, one man—John LL. Lewis—is able to defy 
Government, industry and the public; impose his 
own terms and conditions; and make personal capi- 
tal at the expense of the country. The real issue, 
therefore, is that in the coal strike, at least, Wash- 
ington has abandoned its leadership to one man and 
om, abjectly upon him for the solution to the prob- 
em. 


What is Mr. Lewis’ real goal? Just what is he 
trying to accomplish? The mine operators have al- 
ready agreed to an 1814¢ per hour pay rise, if that 





is What he wants. But he fails to specify his demands. 
He refuses even to discuss wages in specific terms. 
His real aim may be to forge for himself a weapon 
in his looming battle with the CIO. If he can suc- 
ceed in wringing substantial concessions for his min- 
ers, he will have a potent talking point for winning 
new members to the ranks of AFL. Meanwhile, all 
that the Government can do is stand by helplessly 
and issue apologies for the impasse. 

Of course, Washington could, and_ probably 
will, seize the mines if utter chaos threatens. But 
that would only be a makeshift solution and would 
do nothing to solve the real issues at stake. 

What Mr. Lewis and others of his ilk apparently 
fail to realize is the extent to which they are tempt- 
ing the public’s wrath. Or maybe they just don’t 
‘are. But one would think that for their own self 
interest, and that of the workers whose interests they 
profess to represent, they could learn a few lessons 
from recent history. For far less serious offenses 
against the public weal, Big Business was subjected 
to divers restrictions and “reforms”. It is high time 
that something be done to curb the despotism of ir- 
responsible labor czars. 


A WORD OF CAUTION ... One of the significant 
symptoms of the present investment market is the 
resurgence of equity financing. In the first four 
months of 1946, new stock offerings totaled $400,- 
925,072, more than twice the $159,596,749 issued 
in the comparable period a year ago. Perhaps a 
more meaningful measurement of new stock offer- 
ings is the fact that they represented about 23 per 
cent of all security financing in the recent four 
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months as against an approximate 10 per cent in 
the 1945 period. 

A thriving equity market is indispensable to the 
country’s economic health, and a rise in such financ- 
ing usually augurs well for the business outlook. 
But there are certain aspects which call for a note 
of caution. While much of the recent stock financing 
has been for old-line organizations, there has been 
a small but conspicuous share of “new company’’ of- 
ferings. In some cases, the latter represented pub- 
lic financing by organizations heretofore closely 
held; in others, it is a case of purely “new venture” 
capital. 

What causes certain misgivings is the way prac- 
ticaly all such offerings are snatched up by a stock- 
hungry public. In many instances, the new venture 
shares have been attractive because of their “low” 
initial price, catering to the prevailing appetite for 
stocks in the lower brackets. 

While many of these situations might well work 
out favorably in the long run, the element of risk 
inherent in new and untried companies is present, 
and should not be overlooked. Without reflecting i 
any way on individual issues, it must, nevertheless, 
be remembered that while the issuing company itself 
may be intrinsically sound, its securities have not 
yet had time enough to become. seasoned. The his- 
tory of many a new venture equity in the past has 
been that it is a “fair weather” proposition, speak- 
ing marketwise. It may have a broad enough market 
in a time of rising prices, but buyers seem strangely 
lacking when the boom is over. The discriminating 
investor will do well to adhere to fundamentals in 
selecting new and untried issues. While many of 
these offer bona fide growth potentialities, glamour 
alone will not pay off in the long run. The way to 
avoid headaches tomorrow is to practice discrimi- 
nation today. 


GOVERNMENT STATISTICS SUSPECT Some 
of the recent statistics issued by the Govern- 
ment must be taken with more than the usual 
grain of salt when using them for any practical 
purposes. It’s not that Uncle Sam is given to pre- 
varication, but certain “guestimates” put out by 
Government economists must be evaluated in their 
proper light. Because of the fine record of Federal 
figures in some respects, a legend of infallibility has 
grown up concerning everything and anything 
emanating from Washington sources. The danger 
exists that the doubtful data issuing from some 
agencies will bring disrepute on the reliable sources 
as well. 

Investors and businessmen are still rankling over 
the Office of War Mobilization and Reconversion’s 
report last month asserting that civilian production 
had reached all time highs, and is now running at 
cn annual rate of $150,000,000,000. Perhaps this 
is really so, but discriminating businessmen feel 
that the statistical methods of arriving at this 
“gross national product” are too vague and mis- 
leading. Moreover, the O.W.M.R. survey bears 









certain suspicious resemblances to the earlier ), 
partment of Commerce report which maintaind 
that wages could be raised by industry from 15%, 
to 25% without increasing prices. 

It seems appropriate at this point to comment 
the nature of Government statistics. As the greate 
statistical organization in the world, Uncle Sam; 
constantly pouring forth an almost incredilk 
stream of facts and figures. These data cover; 
tremendous range of subjects and originate fro 
many sources. Broadly speaking, Government fig 
ures derive from three main sources. First, there a 
figures originating with or recorded by the Go 
ernment itself, such as statistics on various Feder 
operations: Treasury reports, tariff informatio 
postal receipts, and so on. These, in the main, hay 
a good record of reliability. Second, the data cd 
lected and collated by the Government from trai 
and industry sources. Such material is usually r 
liable as far as it goes, but is frequently incomplet 
Third, Government estimates. It is in this area thaj 
Government figures are most open to criticism, le 
cause of their susceptibility to political ends. A} 
most without exception, these originate from tl 
newer agencies and bureaus, in contrast with tly 
data put out by the old-line departments. The mo 
widely criticized estimates are those relating to en 
ployment, wages, and the earning power of industry 

The policy of “window dressing” of importar 
statistical facts, if continued, will have the effed 
of bring into disrepute the Government’s otherwi 
fine record of fact and figure reporting. 


CONSUMER BUYING BOOM - The impressifants wit 
gains scored by retail sales throughout tlihych as 
country is a bright spot in an otherwise colfgye—th 
tradictory business picture. Retail establishmentfot eoun 
enjoyed their largest volume in history in tlfther the 
first quarter of the year, with total sales approxffiations, | 
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mating an annual rate of $90,000,000,000, @our, o 
20% gain over the comparable period of 1945. Stither kin 
more sensational advances were made in April, ahsociat 
cording to preliminary reports, ranging as high it jt for 
60% over a year ago in the New York area. clear as 

Some interesting conclusions can be drawn frolfhat Rus 


this sustained rise in the volume of retail sales. Fifhly a p 
one thing, this is a business indicator very Mhterest 
sponsive to inflationary influences, so that any fulfrious ex 
ther upward pressure in the price level will Mamatize 
promptly reflected in the sales total. Another thine world 
it emphasizes is the continued high level of purcha#To date 
ing power in the hands of the public. With tiMhations 1], 
factory payrolls running high and a good backlifhited Sj 
of public savings (including war bonds) people affinging ¢ 
not only willing, but avid, buyers. Prices and quafich was 
ity of available merchandise are apparently no d#And no 
terrent. The public is on a spending spree, and wiped by 
not be denied. Nume ne 

This condition will continue as long as plants atebirth « 
producing and workers are taking home fat paglt is di 
checks. But if industry should be throttled lls upon 
strikes — present and prospective—this favorabif defend 
trend of events could quickly reverse itself. boration 
id ambit 
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t fg§Q TILL ANOTHER ATTEMPT at appeasement. And 


re aygoyet we know, try as we might, there is no possi- 
Gorpility of winning Russian adherence to a construc- 
odeniive peace. We are just butting our heads against 
ati stone wall, as there is nothing we can possibly do 
 hangphich will cause that country to swerve one iota 
rom her imperialistic aims. 
latest and grand scale conciliatery offer 
the usual negative response. Stalin’s 


a col 


us utterances. Again he referred to the Red Army 
n, begthis time as the “apple of his eye”—the instru- 
Ament he is count- 
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By CHARLES BENEDICT 


The "Umbrella and Galoshes" 


to 


establishing of peace by moves which threaten 
bring continuing deterioration and disaster. 

If this proposal was made to impress the world 
with our sincerity and to force Russia to declare 
herself, then it was not realistically conceived. 

In a disillusioned world which accepts might as 
the ruling force, this move will be rated either as 
presenting the peak of impractical idealism,—or a 
last ditch stand forced by a desperately weak 
situation. 

For, such an agreement would call for enforcing 
the shifting of frontiers to suit the strategy of 

grasping and 








A BRITISH IDEA OF RUSSIA’S FOREIGN POLICY 
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menifot counting on 
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00, Pour, or any 
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il, Mfssociation to 
igh Met it for him. It 
clear as crystal 
at Russia has 
s. Ffhly a publicity 
ry Mitterest in the 
y fuffrious conferences, and is using them merely to 
‘ill Wamatize her demands so as to impress the rest of 
‘thule world with her power. 
rchatl To date, Russian activities have made the United 
th tifations look insignificant and impotent, and the 
ucklighited States has weakly helped it along by ar- 
le atinging the Big Four peace conference in Paris 
| quafhich was merely another sop thrown to Russia. 
no df And now, in the twenty-five year alliance pro- 
id wied by Secretary Byrnes, we are offering to 
‘ume new and specific obligations should there be 
its alftebirth of German or Japanese militarism. 
: pajglt is difficult to understand such an offer which 
ed bls upon the United States to assume an obligation 
orabl defend a peace which must still be made in col- 
ration with powers whose conflicting interests 
d ambitious goals have continually delayed the 
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“Dance of the seven veils.” 


greedy powers, 
against the will 
be es and interests of 
the inhabitants. 
It would oblige 
us to force whole 
nations to accept 
regimes to which 
they are violent- 
ly opposed, and 
into economic 
blocs that would 
bring utter ruin. 

In a word, we 
would be called 
upon in the 
great majority 
of cases to en- 
force an unjust 
and unsound 
peace. 

With this latest 
move, we have 
tried everything 

so that the time has now come for us to finally and 
definitely discard the “umbrella and _ galoshes” 
policy of Chamberlain and shun further acts of 
appeasement which only incite derisive laughter 
from Moscow as she gives the screw another twist. 

The whole thing is too fantastic to be taken seri- 
ously, and I hope it will arouse us to the need for 
realism in approaching this situation, for time is 
fleeting. Unless we do, we will suddenly awaken to 
find Russia master of Europe and Asia, and our 
own edifices crumbling. 

Let’s start by cleaning our own house, by out- 
lawing the alien Communist party taking orders 
from Moscow. Let Congress affirm our faith in 
Democracy by prompt endorsement of the British 
loan. Let’s show the world that we can match Rus- 
sia’s boldness with something more than mere words. 


y 
Butterworth in The London Daily Mail 
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In the face of the industrial crisis caused by 
the coal strike, the light volume and the degree 
of resistance shown by the market are presump- 
tively favorable. The market appears to be in 





How Strong Is This Market? 


a semi-oversold position. Nevertheless, the visi- 
bility for the medium-term is low. Therefore, 
conservatism is in order in over-all policy, 
together with continuing close selectivity. 


By A. T. MILLER 


HERE HAS BEEN A SLOW and moderate retreat in 

the market averages since our last previous 
analysis was written. It would appear to have an 
obvious explanation in the increasingly serious in- 
dustrial disruptions caused by the soft coal strike, 
which will further postpone the boom-time earnings 
in the durable goods industries to which the market 
has so long been looking forward. If this is the 
only thing the matter with the current action of 
the list, its performance can be considered presump- 
tively bullish in the implications for the future. 


Volume Evidence Favorable 


The first point to be made is that the volume 
of trading on the sell-off has been quite low so far. 
At the end of last week it had shrunk to the lowest 
level since last September. With most people in- 
clined to defer new buying until the visibility is 


—— 


better, as is understandable, a small volume of nery- 
ous selling and precautionary profit-taking, has 
sufficed to,mark prices down. The net decline has 
not yet exceeded modest proportions. The Dow 
industrial average is off only, roughly, 2.8% from 
the bull market high. Our more sensitive weekly in- 
dex of 300 stocks is down about 4.5%. The special 
chart on this page continues to show a fair margin 
of support, although it narrowed a bit last week. 
There are some indications which tentatively sug- 
gest that, despite the light volume, the market is in 
a semi-oversold position. If this interpretation is 
correct, the remaining period of the coal strike 
should see relatively little additional decline—as- 
suming that the news will change for the ‘bette: 
within a fortnight or so—and portents of a settle. 
ment of the strike should promptly induce muci 
more bullish market action on rising volume. 
Nevertheless, we had to begin this analysis with 
an “if”. The degree of resistance 
demonstrated to date in the face of 








MEASURING MARKET SUPPORT 
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DEMAND FOR STOCKS 


(AS INDICATED BY BUYING ORDERS EXECUTED) 
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bad news is potentially promising, if 
the coal strike is pretty much the 
whole story of the sell-off and of the 
market’s preceding inability, for sev- 
eral weeks, to get anywhere on the up- 
side. That is a plausible assumption. 
It may very well be right. But it 3 
not certain, or provable. Those who 
are bearish, or skeptical, could make 
the following points. 

First, chart action for the year to 
date—not just the last fortnight—has 
not been too good. It shows, at the 
least, a loss of bull-market vigor. Thus 
the February 2 high in the Dow i 
dustrials topped the preceding peal 
by only 3 points. The April 18 hig! 
bettered that of February 2 by les 
than 114% points; and with the ral 
average failing to “confirm”. The vol 
ume on the last phase of rise (that 
from the February reaction-low) re 
mained consistently under that 0 
prior phases of advance last yea! 
and in the early weeks of 1946. 
Long before the coal strike took 
the spot light, speculative confidence 
had weakened. (Note the graph of ou! 
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Second, strikes —even major [°° wi 
srikes—have not normally been | al 
a dominant market influence. | ,50 ay 
The reasoning has been that ye 
trikes are temporary nuisances, a $e 





not fundamental—hence the old 
adage “never sell on strike \ ; 
news’. The market went up “a li, 








| 
during the General Motors’ sit- UT 
down strike of 1936-1937. It 

















was strong during the initial 
post-war strike epidemic of late 
1945 and early 1946, including 
the month-long steel strike. Com- 
parativ ely speaking, then, its 
action on the coal strike is ques- 
tionable — questionable enough 
to demand thought whether 
something else may be the mat- 
ter, or also the matter. Bear- 
ing on that point, it was widely 
believed that this strike would 
be settled around the first week 
of May, yet the market was 
somewhat on the anemic side tt 
during most of April: in other 
words, before the coal stoppage 
had critical industrial repercus- 
sions, and before it was clear 
that it would have. 

For our part, we would like 
to have a strong conviction 
about near-term and medium- 
term prospects; but there are 
times, and this is one of them, when that is not 
possible, and when the only sensible thing to do is 
to wait for better visibility. We believe the bull 
market is still “in being”, but that, too, is an as- 
sumption. And at an advanced stage of any major 
rise (this one is now in its fifth year) there is much 
to be said, on general principle, for open-minded 
watching whenever the action of the market raises 
any doubts. A good reason for putting the burden 
of proof on the market is that the start of a bear 
movement is never obvious, except on hindsight. 
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This Is A Test Period 


The coal strike, the essentially technical read just- 
ment in the Government bond market—which in- 
volves no change in the Treasury’s low-interest-rate 
policy —and the decision of Congress on the future 
of OPA are all passing matters. When they are 
out of the way, the averages ought to resume the 
rse—if we are right in thinking the bull market 
is still intact. From that point | of view, plus the 
fact that the summer seasonal odds are strongly in 
favor of the upside, those who are concer ned with 
the general trend of the averages can look upon the 
present phase as providing an illuminating test. 
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Meanwhile the case for general speculative buying 
is dubious, although that does not preclude special- 
situation recommendations elsewhere in our issues. 

There is no need now to reappraise the economic 
fundamentals. The final peak in industrial produc- 
tion is clearly a long way ahead. The end of the 
rise in the commodity price level is still indetermi- 
nate, but probably at least a matter of months. 
Where volume is already high, earnings—in the 
great majority of cases—are booming, despite in- 
creased costs. This is reasonably good evidence that 
they also will be bullish when the durable goods 
industries get going. But if prices really begin to 
kite, look out. It could mean a fairly short boom 
and then a “bust”, with the sustained satisfaction 
of deferred consuming needs coming later. 

The market has been discounting a long boom, 
not the 1919-1920 inflationary kind. If things 
should shape up along the latter lines, after more 
than a four-year rise, the market, with the “bust” 
in mind, conceivably could diverge from the business 
and commodity trends. A lot of investors probably 
would pray for summer rise on which to sell. At the 
present stage, we make no predictions on a two- 
cycle boom. The possibility, however, is not to be 
lightly dismissed.—Monday, May 6. 
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An 
Investment 


Defense 
Against 
Government 
FISCAL 


POLICIES 


He I 





ine THE INDIVIDUAL investor, deriving a major 
part of his income from securities, the question, 

“Are we headed for inflation”? is purely a rhetorical 

one. From his experience inflation is a reality. 

Simply stated, inflation is, in effect, a reduction in 
the purchasing power of money resulting from ris- 
ing prices of goods, services, and securities. For 
the past fifteen years the investor has been con- 
fronted with the problem of having to cope with a 
rising cost of living, while during the same period, 
the rate of return on his invested capital has ex- 
perienced a gradual, but persistent, decline. 

This “squeeze play” has affected a large segment 
of our citizens, for its consequences have by no 
means been limited to people owning securities. It 
has left its impact upon that large and solid group 
of men and women owning life insurance and having 
money in a savings bank. 

Each year since the early Thirties, the pinch has 
become a little tighter and there is no relief in sight. 
It is a dilemma fraught with serious potentialities 
which could jeopardize the security programs of 
hundreds of thousands of prudent investors and 
savers—if in trying to find a way to meet it, they 
are tempted, if not forced, into accepting greater 
investment risks in return for the temporary, and 
possibly illusionary, advantage of a higher income 
return available from lower grade issues. 

The problem is one which can only be met defen- 
sively. It cannot be entirely circumvented, because 
it is irrevocably bound up with our national econ- 
omy and the practiced concepts of Government 
fiscal policies administered by the Treasury. 

Inflation has many facets. The one which is most 
widely publicized is the inflation of prices under 
the irresistible pressure of huge public purchasing 
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The problem of low interest rates and the attrition of investment inco 
is irrevocably bound up with our economy and Government fiscal policies, 
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By HAMILTON OWEN 


power seeking to acquire materials and goods whic) 
as yet are not being produced in sufficient quantitis 
to more than make a small dent in long deferrel 
demands. This-phase of inflation is easiest under 
stood because it hits everyone in their pocketbook, 
when they buy food, clothing, and other daily neces 
sities. Because this form of inflation is part ani 
parcel of our everyday life, it has been accorded 
the greatest emphasis and attention in Washington. 
It is the background of the controversy being wagell 
over the future of OPA, subsidies, and the parity 
price program for farmers. It is the force behini 
the “hold the line” principle. 

A realistic politician knows that a vote for pric 
control will carry greater weight with his constitu: 
ents than one, say, favoring modification of Feder 
fiscal policies. The vital role played by the latte 
as a means of stimulating or arresting the force 
of inflation is not fully understood and appreciated 
outside of professional financial circles. The long 
standing policy of “easy money,” for example, hai 
made only a slight impression on the popular mind. 
Consequently, the urgency for over-hauling Goverr 
ment fiscal policies is largely neglected politically. 
It lacks political sex appeal. 

To bring this discussion into the proper perspec 
tive, let us review briefly the highlights of the Treas 
ury’s financial policies, the result of which has beet 
a steady whittling away in bond yields until cur 
rently they are the lowest in history. Further, thes aid 
policies have had the effect of lowering the averagt , 
rate of interest earned by life insurance companit The 7 
from 5.08 per cent in 1932 to 3.65 per cent todaygted its 
and reduced the average rate of interest paid byputerest 
savings banks from 4.32 per cent to 1.80 per ceniguents h: 
in the same period. 
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Between 1930 and the early part of 1946, the- 
Federal interest rate has declined from 4 per cent 
to less than 2 per cent. A number of factors con- 


= tributed to this decline, of which the following were 


of major importance: 

1. The policy of banks in acquiring large hold- 
ings of Government obligations to offset the dearth 
of suitable commercial loans. 

2. The increase in Member Bank reserves re- 
iting from the importation of $14 billion in gold. 
8. Expansion of Federal Reserve Bank credit in- 
ident to financing World War II. 
| As a result of the foregoing there occurred an 
imprecedented inflation of credit and deposits ac- 
empanied by pressure on interest rates as banks, 
institutions, corporate and individual investors com- 
peted for an increasingly limited supply of suitable 
securities. 


Banks Heavily Comitted to Government Bonds 


In acting to force interest rates to an historically 


Bow level, the Treasury was motivated by the desire, 
“@irst, to reduce the cost of deficit financing and, 
“later, to finance the war outlays as cheaply as pos- 
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sible. Low interest rates as such are not neces- 
sarily an adverse condition if they are the result 
of the normal forces of supply and demand, but in 
the present setting such is not the case. Low inter- 
et rates are the result of deliberate manipulation 
om the part of the Treasury. 

From December 31, 1939, to September 30, 1945, 
Federal debt increased $193 billion, of which 46 per 
ent was absorbed by Federal Reserve and com- 
mercial banks. Of the total Federal debt, 41 per 
ent is held by banks. 

These large bank holdings have been translated 





into an abnormally large money supply at the dis- 
posal of the public in the form of bank deposits and 
currency. As of December 31, 1945, individuals’ 
holdings of cash and deposits and Government se- 
curities totaled $115 billion and $63 billion respec- 
tively. These might be correctly labeled, “Inflation 
Dynamite—Handle With Care”. 

To alleviate the inflationary implications of this 
wollen reservoir of liquid resources would require 


Treasury report submitted recently by Secretary 
Vinson. The Secretary justifies this policy on the 
grounds that it means a savings to taxpayers in the 
cost of servicing the national debt, that it will mean 
cheaper homes, better industrial plants and better 
public facilities. The inference, of course, is that it 
will be cheaper to finance these projects. But 
financing is not the only cost—other costs might 
easily be inflated indirectly through the “easy 
money” policy. Moreover, conspicuously omitted 
from the beneficiaries is any mention of the in- 
vestor, the savings bank depositor, or the owner of 
a life insurance policy. Low interest rates are of 
no benefit to these groups—quite the contrary, in 
fact—they are a serious detriment. 

Not only has this latter group suffered an attri- 
tion in interest and dividends, but they have had 
the recurring experience of being compelled to offer 
for redemption bonds and preferred stocks paying 
interest and dividends ranging in amount from 4 to 
6 per cent annually. Corporations, on a large scale, 
have availed themselves of the advantages of cheap 
money to retire high coupon bonds and high divi- 
dend preferred stocks, replacing them with new 
bonds and stocks carrying a lower rate of interest 
and dividends. In fact it recently has been profit- 
able to refund even these newer issues with other 
securities carrying a still lower rate of interest and 
dividends. 

Acceptance of these new securities by investors 
meant a corresponding reduction in their income. 
The alternative was to shop around and try to re- 
place redeemed issues with others offering the same 
rate of return. This meant some sacrifice in quality 
for as a general rule the rate of return on fixed- 
income securities is in inverse ratio to their quality 
—the higher the return, the lower the quality. 

Within reasonable limits, and with compeient 
guidance, this procedure of substituting issues of 
somewhat lower grade for the purpose of maintain- 
ing income can be pursued without entailing too 
great a risk. Frequently the actual difference be- 
tween a good medium grade bond or preferred stock 
and one of somewhat higher quality is largely a 
matter of arbitrary rating, and the difference is 





a forthright revision in Treasury poli- 
ces aimed at: increasing individuals’ 
holdings of Government securities, with 
a corresponding reduction in their cash. 


DOLLARS BUY LESS AND LESS 





Recently, however, redemption of War 
Bonds has exceeded the purchase of 
U.S. Savings Bonds. As the situation 
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low stands, the grave danger is that 
the public at some point might attempt 
fo convert a considerable part of its 
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wvings into goods. This contingency 
would result in an inflation of prices 
against which any controls now existing 
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vould be futile. 
The Treasury has repeatedly reiter- 
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ated its adherence to the policies of low 
interest rates, the latest of these state- 
ments having: been made in the annual 
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reflected principally in a wider range of market 
movement rather than any recurring deterioration 
in the measure of protection afforded interest and 
dividend payments. 

The big risk lies in the possibility that such a 
program may be carried too far, with the result 
that the investor will have a portfolio topheavy 
with second grade issues. And in the present set- 
ting of generally good business and earnings the 
unwary investor could easily be deluded into a false 
sense of security by the evidence of satisfactory 
earnings together with quoted values sufficiently 
high to imply the absence of any doubt as to the 
security of such issues. But here again the reader 
is reminded that it is not only bonds of the highest 
grade which are selling at inflated prices, but all 
fixed-income securities. So that a respectable price 
level for a second or medium grade issue cannot be 
accepted as conclusive proof of its quality, or the 
ability of the issuing company to provide satisfac- 
tory coverage for interest and dividends at some 
future time when the business cycle turns down- 
ward. 

Moreover, the fact that bond prices are virtually 
at the top of a twelve-year rise (the same is rela- 
tively trie of preferred stocks) brings up another 
question: Is the present a good time to acquire 
fixed-income securities? The answer to that ques- 
tion, like so many other economic and _ financial 
problems of the day, must of necessity be a com- 
promise. 

Notwithstanding the fact that interest rates to- 
day are probably at their nadir, this does not mean 
they will harden or rise significantly in the near 
future, accompanied by declining prices for fixed- 
income securities. It is the writer’s opinion that in- 
terest rates will continue at or near their present 
levels for an indefinite period. 

For one thing it is by no means certain that a 
higher rate of interest on Government securities 
would induce individuals to invest any considerable 
portion of their liquid holdings in them. On the 





other hand, a higher rate of interest might result jy 

large scale redemption of War and Savings bond 
and add to the cost of Federal refunding withoy 
compensating benefits. 

A number of sound and feasible proposals hay 
been made to remedy the unhealthy concentration 
of bonds in the banks, the adoption of which, along 
with a further reduction in Federal debt and 4 
balanced budget, could be expected to act with de 
sirable effectiveness in mitigating the forces of ip. 
flation implicit in the huge money supply in public 
hands. 

It appears to be a valid assumption, therefore, 
that present holds no serious threat to the prevail. 
ing market values of fixed-income securities, high 
though they admittedly are. 

















Low Yields and the Problem of Income 






By the same token yields on good quality bonds 
and preferred stocks will be with us for some time 
to come, while on the other hand a further rise i 
living costs and a lower purchasing power for 
fixed income appear inevitable—OPA and _ other 
control measures notwithstanding. The best that can 
be hoped for from the latter is that they will fore. 
stall “runaway” inflation of prices, but until full 
scale produgtion is an accomplished fact, higher 
prices for many of the things which we need ani 
will buy are economically necessary. 

Hence, the investor’s problem of reduced incon 
and higher living costs will be intensified rather 
than eased in the months ahead. 

It is the writer’s conviction that there is n 
“hedge” which is 100 per cent inflation proof. But 
the investor can and should take defensive measure 
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: , now 
which will at least prevent the problem from bf) 1g 
coming a serious hardship. aaa 
. ote 
For this purpose, common stocks offer one of the 5... 
most effective means. If they are selected with thf 14) 
same care with which bonds and preferred stocks arf... 
chosen, the risks are not appreciably greater than i 
would be the case were the investors portfoli ee 
. . c 
largely committed to medium and lowe, 
rath 
grade bonds and preferred stocks. lif q,y), 
fact a rather impressive list of commof  goc], 
; ech 
stocks could be assembled which over if conn 


long period of time would have given 
: : D 
investment results much superior t 


that of lower grade bonds. On the Nev shor 
York Stock Exchange, for example, and 
there are listed 159 common stock§ ¢ 1S 
which have paid continuous dividend§ °°? 
for twenty-five years or longer. wind 
As will be seen from the accom ©" 
panying tabulation, the average div-f ™0” 
dend yield on common stocks has also wou 
been declining. Actually, however, thp Umut 
dollar and cents income from commof 5°!¥ 
stocks has increased, keeping pace with} 'S *¥ 
higher earnings. Despite the difficu-} be 
ties arising from strikes and shortage scal 
ae in the first three months of this year, achi 
dividends paid by 891 companies listelf "© 
on the New York Stock Exchange likel 


were nearly (Please turn to page 181) 
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By H. S. COFFIN 


goes BLY NEVER BEFORE have first quarter reports 
displayed such wide variations in results as those 
now being presented to anxious or expectant share- 
holders. ~ Spectacular earnings gains in many in- 
stances, and sharp declines in “others, make for con- 
fusion in scanning the progress of industry as a 
whole, and until the full tally becomes complete 
somewhat later on, the over-all picture will not 
emerge clearly. Of the first hundred or so quarterly 
earnings reports appearing to date, however, more 
rather than fewer afford pleasant reading, and 
dollarwise their gains appear to more than offset the 
declines and occasional red ink of less favored con- 
cerns reporting. 

Due to the record breaking impact of strikes, 
shortage of parts and materials, price restrictions 
and the general struggle to get into full production, 
it is small wonder that the current flux in the entire 
economy has been reflected in widely different man- 
ner by so many strong concerns. Interestingly 
enough, however, broad anticipations in recent 
months that this or that segment of the economy 
would fare better than others or that individual 
units in the same industry had identical problems to 
solve, have not altogether proven reliable. While it 
is true that manufacturers of consumer durables and 
heavy capital goods or employers of labor on a large 
scale seem to have experienced the most difficulty in 
achieving satisfactory earnings, important excep- 
tions to the rule will be discovered. In like manner, 
some surprises have cropped up where concerns less 
likely to face handicaps have reported a dip in net. 
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In a general way, of course, con- 
cerns with a light wage factor and 
few reconversion difficulties large- 
ly account for the many first 
quarter earnings gains which 
have brought optimism strongly 
to the fore. 

Mere statistical figures reveal- 
ing net per share as reported to 
shareholders, however, require 
quite as much supplementary an- 
alysis as they did in the confusing 
last quarter of 1945, for current- 
ly, as then, bookkeeping adjust- 
ments in many cases have broadly 
distorted the true picture of oper- 
ating results. Previously estab- 
lished reserves for postwar contin- 
gencies have often been tapped 
for the first time to boost earn- 
ings, and also for the first time 
relief from excess profit taxes has 
come heavily into play. Differing 
auditing policies as to the use of 
other forms of tax relief also sug- 
gest caution in weighing the net 
earnings reported by one concern 
as against another, for in this first 
quarter of the year some auditors 
are loathe to adjust earnings by 


guesswork as to a full year’s 
probable tax results, although 


others take just the opposite view, by swelling net 
through estimates which may have to be corrected 
later in the year. 

Perhaps the most encouraging feature of all the 
first quarter reports is that while the upsurge in the 
earnings trend marking the progress of so many im- 
portant concerns is likely to be well sustained, the 
more dismal showing by a large group is abnormal 
and transitory. In the latter instance the declines 
in net constitute no logical basis for a trend; an in- 
terruption of temporary character would be a more 
rational description. ‘While the full impact of the 
strike wave has by no means entirely passed, and the 
coal miners threaten serious times in the immediate 
offing, in due course most of these important con- 
cerns will experience smoother sailing. With price 
relief rapidly becoming more expressive to widen 
profit margins, net earnings in following quarters of 
1946 are likely to rebound sharply compared with 
the dreary showing for the March period. And if 
unforeseen delay slows up the hopeful progress, 
practically all concerns reporting downward earn- 
ings in the first quarter have given a practical dem- 
onstration of their financial ability to weather the 
squall. 

In studying the reports of a few individual con- 
cerns for the spring quarter, we might as well start 
with those in the steel group, for results have varied 
widely and for many different reasons. During the 
first three months of the year, Bethlehem Steel ' Cor 
poration was able to work at only 49.7% of capa- 
city, because of the long strike. Out-of-pocket ex- 
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penses of the company due to the strike, arising only 
from repairs, maintepance and repair materials came 
to about $11 million, a sum which, rather than 
charging against operating income, Bethlehem 
transferred from contingency reserves set aside from 
wartime earnings. By this step and by relief from 
tax charges, it was possible to report net earnings of 
$4.8 million, equal to $1.06 per common share, and 
as cash resources were huge, the usual dividend of 
$1.50 was declared. 

United States Steel, in reporting a net income of 
$10.2 million for the quarter, figured that a genuine 
loss of $13.5 million was more than offset by $16.7 
million war costs provided in prior years plus an 
estimated tax saving of $6.8 million. ‘Total cost of 
the strike came to $27.8 million but was sliced by 
$11.1 million in tax reductions. Working capital at 
March 31, 1946 stood at $583 million, some $15 
million above the relative date in 1945. Thus “Big 
Steel”? also felt warranted in declaring its regular 
dividend. 

In sharp contrast to the leaders in the steel in- 
dustry, Keystone Steel and Wire experienced no 
labor difficulties and in the first quarter earned $.69 
per share against $.44 in the previous March period. 

Among the finance companies, two large concerns 
showed a wide divergence in net earnings for the first 
quarter. Household Finance, largely engaged in 
the personal loan business, improved upon its first 
quarter 1945 showing of 44 cents per share by up- 
ping the 1946 relative net to 57 cents. Giant C.I.T. 
Financial Corporation, on the other hand, reported 




































Companies Reporting Gains 
In First Quarter Earnings 
Earnings Per 
Common 
Net Income Share 

| 946 1945 1946 1945 

TI inet hte e $679,329 $513,351 $.69 $.52 

American Bank Note ............ 593,309 318,411 81 39 

American Tel. & Tel., only..46,076,000 40,392,953 2.28 2.07 

| Anchor Hocking Glass— 

| eS a | ee 3,049,741 1,963,915 3.87 2.50 

| Beech-Nut Packing a 676,254 . 544,780 1.55 1.25 
Commercial Solvents ............ 1,036,767 733,168 .39 .28 
Container Corp. of Amer..... 1,032,787 479,045 1.32 -61 
NE is, Wb: aekecicszptoscoperene 28,925,013 18,796,997 2.43 1.52 
Freeport Sulphur -» 1,057,429 804,988 1.32 «1.01 
General Foods .................:0 4,644,274: 3,785,822 .83 68 
Gillette Safety Razor .......... 2,677,323 888,747 1.16 .27 
Hazel-Atias Glass ..... .- 1,400,771 471,615 3.22 1.09 
Hercules Powder .................. 1,751,253 1,467,611 62 51 
Hershey Chocolat 2,096,316 1,439,844 2.59 1.63 
Heyden Chemical 910,875 312,572 1.83 -62 
Household Finance ................ 1,333,370 1,177,666 57 44 
int'l Business Mach. ............. 4,073,310 2,517,637 2.84 2.20 
Keystone Steel & Wire 528,901 336,492 69 44 
Lehigh Portiand Cement— 

12 mos. Mar. 31 .........00... 1,271,996 448,012 1.34 .30 
Lone Star Cement .. ww. 972,976 420,266 1.03 44 
Marshall Field .............. . 3,210,000 1,336,275 1.57 57 
Mathieson Alkali Wks --. 391,544 307,165 42 32 
McKesson & Robbins... .. 2,066,806 1,106,800 1.14 57 
National Acme ........ oes ee ree 414,134 1.27 83 
National Biscuit .. .... 3,840,228 2,764,477 54 Bi 
National Distillers .... -- 9,306,434 3,089,707 3.50 1.35 
National Gysum .. ... 673,960 281,492 -42 15 
Pacific Mills. ............... .. 1,029,000 376,000 1.30 47 
Staley, A. E, Mfg. C 992,584 610,375 247. %.28 
Sunshine Biscuits .................. 1,410,056 572,848 1.38 -56 
Sutherland Paper .... ce | ONT 140,429 1.05 49 
Union Bag & Paper. 956,820 538,637 75 -42 
Union Carbide & Carbon...... 10,468,707 9,510,113 1.13 1,02 
Victor Chemical Wks. .......... 501,703 233,790 -63 31 























a net per share of only 15 cents for 1946 against 
40 cents in 1945 for the first three months. Ac- 
counting for this dip is a temporary situation where 
C.1.T. has been establishing hundreds of new branch 
offices throughout the country and at great expense, 
until automobiles and consumer durables appear in 
a flood, operating costs are abnormal. 


Food Companies Report Good Gains 


Processors of food products generally have shown 
impressive gains in earnings in starting the new 
year. Relief from EPT has widened profit margins 
in many cases, labor problems have not been too 
serious, and the public is eating at a record rate. In 
scanning the attached table, the following concerns 
will be found to have established above-average 
per share earnings on the plus side: Hershey Choco- 
late, 1946—$2.59 against 1945—$1.68, Sunshine 
Biscuits, $1.88 compared with 56 cents in the rela- 
tive 1945 period, A. E. Staley Mfg. Co., 1946- 
$2.17 against $1.30 in 1945. But not all concerns 
in this group fared quite so well, for strike-bound 
Corn Products Refining reported a deficit of .59 
cents per share, while in the March quarter of 1945 
the relative figure was a net of 70 cents. While corn 
shortages also contributed to the company’s troubles, 
this factor soon may become less serious, now that 
the Government has offered a 30 cents per bushel 
bonus to farmers in order to swell the supply for 
processors. 





Among the first of concerns to report first quarter 
earnings in the automotive industry is Nash-Kelvin- 
ator Corporation, listing a net loss of $1.15 million 
for the period compared with a profit of $510,258 
in 1945. Despite substantial tax recoveries, the de- 
ficit was occasioned by heavy reconversion expenses, 
strikes in supplier plants and critical shortages of 
materials. As for Mack Trucks, this concern man- 
aged to keep out of the red during the difficult first 
quarter period although net declined from $1.12 
in 1945 to 69 cents per share in the first 1946 quar- 
ter. As Mack is now in the vise of a C.I.0. strike, 
there is no telling how its second quarter earnings 
may be affected. 

Concerns in the building industry reporting thus 
far display decided variations in their recent profits. 
Chaotic conditions in this field due to lumber short- 
ages, pricing squabbles and the steel strike generally 
curtailed sales severely. American Radiator’s first 
quarter net of $712,255, compared with $1.2 million 
in 1945, was achieved by a carry-back tax credit of 
$796,000, but no credit was given for $602,000 in 
dividends received from foreign subsidiaries. Still 
more drastically affected by the slowdown in building 
activities was Johns-Manville, for this concern re- 
ported a deficit of $796,873, compared with a rela- 
tive quarterly profit of about $1.39 million last year. 
Comparative per share earnings were 1946—deficit 
$1.11, 1945—$1.64 to the good. In contrast to these 
unfavorable showings, however, makers of cement 
appear to have had rather better fortune. The wage 
ratio in this segment of the economy is only about 
25% of costs and sales have held up well because of 
a widespread start in foundation work and essential 
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road repairs. Thus earnings of two leaders in this 
specialized industry rose sharply in the first quarter 
period, Lone Star Cement reporting $1.03 per share 
in contrast to 44 cents for 1945 first three months, 
while Lehigh Portland Cement ended its fiscal year 
as of March 31, 1946 with total net earnings for the 
full period of $1.34 per share compared with a mod- 
est 30 cents per share profit in the 1945 term. Re- 
lief from EPT helped substantially in the earnings 
improvement for these two concerns, and sales by 
Lehigh climbed by about 30%. 


Electrical Equipment Makers 


In scanning early reports by manufacturers of 
electric equipment, the quarterly figures of General 
Electric Co. naturally have attracted close attention. 
Due to the strike, this concern showed a deficit for 
the first time in any quarter since 1922, the loss 
amounting to $13.7 million approximately against 
a net of $11.7 million a year ago. Small wonder 
that the showing was adverse, for sales during the 
quarter dropped to $60.4 million compared with 
$309.7 million in the same quarter of 1945. As a 
matter of fact, the deficit shown would have been 
much larger had it not been for a tax. credit of $10 
million. Despite this lapse in temporary profits, 
the company’s immense reserves and cash resources 
have hardly been scratched, and from now on net 
earnings should tend to climb rapidly. Sylvania El- 
ectric Products, Inc., another strong company in 
this field, suffered a major decline in sales during 
first quarter compared with that of last year, with 
the result that a deficit of $422,264 contrasts with 
a profit of $729,031 in 1945, for the relative terms. 
While the loss shown was after application of $402,- 
000 reserves established from earnings in prior 
years, no credit was given to potential carry-back re- 
funds which may accrue during the full year of 1946. 

Aside from the concerns mentioned as showing 
declines or deficits in the profit column during the 
first quarter, the appended table will disclose a num- 
ber of others in the same category which we can not 
discuss individually for lack of space. Carefully 
viewed, however, none of these concerns listed ap- 
pear to have experienced a slump in earnings due to 
causes other than those discussed in this article. In 
other words, while other forthcoming reports by 
certain marginal concerns may reflect more funda- 
mental causes for a downward trend in net, practi- 
cally all of the companies under inspection presently 
should pass out of the distressing period to benefit 
fully from the coming boom. During the difficult 
period just passed, they have easily shown ability to 
carry on. And report after report discloses that 
during the months of recent low production, backlog 
orders have continued to mount impressively. After 
settlement of the coal strike, accordingly, potentials 
for these temporary laggards as to earnings will as- 
sume a brighter hue. 

But to support confidence in the over-all economic 
picture, it is only necessary to note the truly bril- 
liant performance of so many concerns during the 
chaotic period under review. Leaders in the chemi- 
cal field, for instance, like Commercial Solvents, 
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Heyden Chemical, du Pont, Sterling Drug and Mc- 
Kesson & Robbins, all report striking gains in net, 
due to rising volume, tax relief and a low wage ratio. 
Similarly, net earnings of National Distillers for the 
first quarter show as $3.50 per share compared with 
$1.35 last year, although because of recently re- 
stricted allocations of grain supplies, the path of 
this industry has not been entirely smoothed as yet. 

Nor must sight be lost of manufacturers such as 
Hazel Atlas Glass, in reporting a first quarter net 
share of $3.22 against $1.09 in 1945. Mounting 
orders for containers appear to benefit this concern, 
along with profit margins widened by 1946 tax alle- 
viation. In the container industry, also, Container 
Corporation of America is leaping to the fore with 
net earnings for the spring three months up more 
than double those of a year ago. Record sales gains 
by department stores are reflected in the spectacular 
rise in quarterly earnings reported by Marshall 
Field & Co., the 1946 tally rising to $1.57 per share 
compared with 57 cents a year ago. When the tide 
of consumer goods, especially durables but not over- 
looking soft goods too, rises to meet the huge de- 
mand, continued prosperity appears to be in store 
for these large distributors. 

Operating deficits for the leading auto manufac- 
turers in the first quarter occasioned no surprise in 
view of their recent strike difficulties. However, 
both Chrysler and General Motors were able to re- 
duce losses substantially by applying tax credits. 
Chrysler’s operating loss of about $8,400,000 for 
the first quarter was (Please turn to page 181) 








Companies Reporting Declines 


In First Quarter Earnings 
Earnings Per 





Common 

Net Income Share 
1946 1945 1946 1945 
Ale Reduction .....:...:sccseecs:..:. $786,725 $1,422,947 $.29 $.52 
Allegheny Ludlum Steel........ 252,043 936,690 -20 .74 
American Brake Shoe............ 329,236 693,855 .25 -71 
American Radiator & $.S...... 712,255 1,223,542 .06  ) 
Atlantic Refining 1,902,000 2,707,000 -62 -96 
Atlas Powder ....... ee 38,127 437,857 def.18 1.37 
Bethlehem Steel .................... 4,804,438 7,695,909 1.06 2.03 
ORIN occsevencccnicessseveces 310,772 1,822,653 -13 -78 
Bridgeport Brass ... . 385,834 517,284 d.44 -52 
Calumet & Hecla......... ; 98,923 380,069 .05 18 
Central R.R. of N. J........... d1,477,973 383,273 aod at 
Chic. & Northwestern Rwy...d1,937,004 3,148,191 pee 2.18 
C.1.T. Financial Corp. ........ 523,644 1,435,849 15 -40 
Climax Molybdenum 504,282 3,085,946 -20 1.22 
Copperweld Steel ........ d188,521 253,631 d.40 45 
Corn Products Refining 41,068,470 2,212,377 d.59 -70 





Crucible Stil. Co. of Amer...d1,742,750 803,558 44.81 91 


General Electric ................ d13,701,580 11,762,662 d.47 -41 
General Railway Signal........ 64,557 282,602 d.28 -76 
Houdaille Hershey ‘'B"’........ d269,002 379,501 d.48 35 
Illinois Central 5,218,265 -76 3.64 
Inland Steel ....... 2,370,948 -64 1.45 
Johns-Manville ie 1,395,598 1.11 1.64 
I I erccesecccecescsccccccsecs 672,299 -69 1.12 





Minneapolis-Honeywell 

Regulat 652,959 
Nash Kelvinator .................... 41,152,775 
Natl. Malleable & St. Cast.. d191,000 


886,969 45 -64 
510,258 d.27 -12 
199,614 d.40 -42 












National Supply . 610,757 = 1,074,275 -24 45 
Paraffine Cos. ..... d614,311 479,473 1.34 -96 
Republic Steel d347,413 3,084,548 d.14 46 
Shell Union Oil ............. 7,727,503 8,461,601 -57 -63 
Sylvania Electric Prod. 422,264 729,031 d.42 -73 


Union Pacific R.R. Sys... 


= 9 8,883,224 1.99 3.55 | 
--10,238,271 15,379,171 45 | 


United States Steel....... 1.04 
Wheeling Steel ..................... 22,655 1,201,881 4.76 = =1.31 
Youngstown Sheet & Tube.... 1,205,444 1,888,549 -72 ~=1.00 
d—deficit. 
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By E. K. T. 


SILVER STATE Senators have won Appropriations 
subcommittee approval for an immediate boost in 
Treasury price for silver from 71 to 90 cents, going 
to $1.29 in two years but their victory will end at 
that point unless a “deal” not apparent on the sur- 
face as of now, comes to light. Actually, there is 
doubt on Capitol Hill as to what the real effects of 
such a price boost might be. Even its sponsors say 
it wouldn’t very materially increase production. It 
might allow the Treasury to profiteer by selling 





WASHINGTON SEES 


Congress is eyeing the calendar with a July 
adjournment date definitely in mind, ready to 
leave behind many of the key bills in the Truman 
— But some of these bills are certain to 
ollow the lawmakers into the Fall campaign as 
major issues. 

All unpassed bills die with adjournment, unless 
the President reconvenes Congress, an unlikely 
happening. Scheduled to go by default are such 
controversial measures as merger of the Army 
and Navy, universal military training, succession 
to the Presidency, minimum wage legislation, 
permanent Fair Employment Practices Com- 
mittee. 

President Truman wouldn't chance tagging any 
bill must" in view of current relations between 
the White House and the Capitol. But he has 
hope, and prospect, of getting action on these: 
British loan; draft extension, OPA extension, 
atomic energy control (at least a beginning); 
some housing legislation; essential appropriation 


bills. 


The extent to which Congress will pick up the 
pieces next January will be determined by the 
election outcome. If the Republicans win a 
majority in the house they will regard it a man- 
date to steer away from the Truman program; if 
the Democrats remain in control the result might 
well be taken as a vindication of the Administra- 
tion, greatly strengthening the President's hand. 








silver at prices far above the cost of acquisition— 
the metal isn’t needed to back currency—releasing 
it in amounts sufficient to meet industrial needs. 


CONDITIONS in Washington following World War 
I are being matched today with an exactness that is 
making eyes of the old-timers on this scene pop. 
Veterans definitely are in the saddle; Congressmen 
are attempting to write a “veteran angle” into every 
bill in the hope of winning support that way. Oner- 
ous wartinie Federal regulations are being discarded, 
agency studies show prices spiralling, inflation a 
fact. Warning signals are up, say the Government 
economists. ‘hey predict a few years of joyride, 
followed by the inevitable slump. But several fac- 
tors not present after World War I, including large 
holdings of War Bonds are looked to as a cushion. 


STATE DEPARTMENT experts on Argentinian affairs 
say Juan Peron’s decree placing the entire banking 
system, including private deposits, under control of 
the government with power to withhold loans from 
any individual or institution, is likely to drive 
branches of American banks now doing business out 
of that country. And that is sensed as one of the 
objectives. That being true, it is predicted further 
orders may be expected placing under government 
control business, industry, and transportation in the 
past dominated by foreign capital. With the world 
begging for Argentina’s principal exports — meat, 
wheat, and linseed oil—domestic or foreign opposi- 
tion to the Peron program is likely to be weak. 


STRIKE RIGHTS claimed by the huge union of gov- 
ernmental workers which now combines federal with 
state, county and municipal employees, is regarded 
in Washington more dangerous in theory than in 
fact. Feeling here is that the force of public senti- 
ment against “striking the government” will fore- 
stall any serious threat of work stoppages. And full 
collective bargaining rights, another demand, like- 
wise will make little headway. Lacking there are 
capital and labor, negotiating across the table; the 
government can deal with each employee only 
through other employees—at most a gesture. 
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Plan of mid-western Senators to decentralize industry, 
by holding wartime—built industrial plants in other sections of 
the country out of peacetime production, has taken on new impetus, 
but will fail. The idea has been dormant for months but sponsors 
—led by Senator McCarran of Nevada — believe they have solved 
constitutional problems and are ready for another try. 














McCarran Committee needs $25,000 to resume the work 
carried to the point of mapping the United States industrially, 
matching population to productive facilities, indicating areas 
of congestion and those of vacant lands. 














First obstacle they'll have to surmount is Senator 
McMahon of Connecticut. He's chairman of the sub—committee 
considering the petition for additional funds, and he's also 
senior Senator from the state which probably would suffer most. 
_ McMahon has made his own position clear: he wants to put the 
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committee to death by denying it any more funds. 


Prospect is that McMahon will not "get around" to winding up hearings and filing 
a report until Congress closes shop for this year. If that strategy works out, much 
of the surplus war plant now Government—owned will be in private hands, some of it in 
operation, by the time the lawmakers come back to Washington. Dealing with a 
privately—owned facility is quite a different thing from closing down a government 


operation. 


Safe bet to be put down in the future books is that railroads will get a freight 
rate boost. But it won't be the 25 per cent they mentioned in their plea; that figure 


was taken here to mean the beginning point for bargaining. 









































Meanwhile, rates on inter—coastal water carriers are being examined and the 
outlook is for an upward revision running to about 15 per cent and timed to meet the 
rail increase. That means that about the same competitive position will be main— 
tained between the two types of carriers. 














Surplus property abroad, formerly held to constitute a possible problem either 








exporters have been eyeing, is placed in its true values by the War Department's 
newest report on deterioration. It's no longer a reason for worriment. 




















Rusting and spoilage has been inevitable despite the army's efforts to protect 
it. Much of it was designed for combat use, has no peacetime worth. And question is 
raised by the departmental report whether United States would gain enough to justify 
the considerable undertaking of sending it back here. 














Result of the War Department report will be simplification of the sales reg— 
ulation to speed disposal abroad, to foreign governments. As a gesture of good will 
junk values will be applied in most cases. For once, War Department, State Department 
and Congress seem agreed on a fundamental proposition. 














Reconversion seems to be proceeding satisfactorily in most areas of business 
and industry except in that one which is supposed to be directing it — the Government 
itself. That isn't true of the military arms which have sent 11 million men and 
women back to civilian life, but it can be established on the record of peacetime 


agencies. 
Contributing factor to this condition is an outmoded Civil Service system. 


Under its rules anyone who holds a Federal position has his salary determined largely 
by the number of employees working under him. Naturally there's tremendous pressure on 
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Congress to refrain from doing anything to reduce payrolls. Constituents are 
involved, and the departments still are fertile grounds for patronage. 


Half—hearted attempts to revise r regulations ‘are being made but, -as in the © 
past, they're usually sponsored b by obscure Congressmen n who have found the "big issues 

























Sa See q 


of a bill — any bill. 


Outlook is ak the world food crisis may. continue at least until the 1947 
harvest... Earlier forecast was that this year's take from the land would solve it. 
Whole problem will be examined at 1+ meetings beginning | here May 20 with all the principal 

supplying and receiving nations represented. 
































Optimism has,grown that Russia, now that she is showing a more cooperative 
attitude toward UN, may come in and participate. in the new group. The fact that- 
Argentina has met her voluntary contribution to UNRRA leads officials. here to believe 
that she will aid materially. 














Despite an improved record of performance in UNRRA in recent months, there 
are still many basically unsound limitations, practices and procedures proving serious 
handicaps. Then, too, there is the important matter of money: how much UNRRA needs 
and for how long? That will have to be determined by the conferees. It's more ‘than a 
coincidence that Washington was chosen as a meeting place. r 


























Reports from MacArthur Headquarters show Japanese fishing industry already 
has made a strong comeback, will be able to take care of-its own country’s needs. But 
there can be no export for at least another year. Fact that farm production still is 
far off is causing the War Department to consider the wisdom of reopening fertilizer 
and chemical plants. Need is reported great. 

















is going into re gs campaign “with a Sian ie around -the claim it, not hg Democratic 
party, is the liberal one. Despite link between northern Republican and southern 
Democrats in recent months, B. Carroll Reece, committee chairman, plans to cite 
southern Democratic Congress members' votes as proof that reactionary forces fill the 
ranks of the Democrats. And Reece, hails from Tennessee. 











Reece is looking for a political slogan to express the liberality of the GOP. 
Sloganeering can be dangerous as Housing Czar Wilson Wyatt may find. He probably — 
doesn't know it but his, "Let's build homes for the brave in the land of the free," is 
a re-write of Wendell Willkie's "Let's see if the land of the free is still the home of 
the brave!" 























Likely to be more effective in the GOP drive which currently appears to be ... 
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That the Case Bill is definitely out of the legislative picture no one here 
denies. Question now raised is whether the Senate will take the proposal out of the 
mothbalis and revise it, or adjourn without any action. Either way, it makes little 
difference, for there will be no serious attempt at anti-strike legislation this year. 
































The labor lobby fell down on the job when the Case bill was up for action; * se 
didn't believe a punitive measure could win majority vote. But the lobby “has been ‘been much 4 aii 
more effective on the Senate side. Proof is the fact that the most drastic suggestions sidies. 
now seriously entertained in the upper house enjoy only @ distant relationship to the i. 
terms of the original bill. litical] 
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BILLIONS 
IN 


SUBSIDIES 





By NORMAN T. CARRUTHERS 


ae FAR IN THE CURRENT FISCAL YEAR the Gover- 
ment has spent more than $2,000,000,000 in the 
form of subsidies disbursed to farmers, meat packers, 
metal producers and a host of other beneficiaries of 
this illusionary method of price control. Now it is 
proposed that a $600,000,000 subsidy be author- 
ized for payment to suppliers of essential building 
materials as an incentive to increase output and 
give much needed impetus to the housing program. 
All of which gives the consumer the impression that 
the price line is being held. Actually, however, what 
a consumer saves through these Government sub- 
sidies becomes his liability as a taxpayer. 

So illusionary are subsidies, that they are po- 
litically painless and once they are started they are 
very difficult to discontinue. Because they provide a 
convenient way to divert large sums to growers and 
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Photos by Ewing Galloway 


The Government proposes to present taxpayers with 
4 a $2,600,000,000 subsidy bill this year. 
will be everything from rope fibres to houses. 


Included 


producers, without risking the wrath of consumers, 
subsidies find considerable favor in Congress and 
through the time honored expedient of log-rolling 
it is not difficult to obtain support for them or to 
enlist enough votes to squelch any attempt to elimi- 
nate or modify them. 

Although cotton subsidies and the farm price- 
parity program were inaugurated long before the 
war, many of the subsidies now in effect were de- 
signed as a wartime tool to curb excessive price 
rises and to stimulate needed production. But the 
end of the war did not bring an end to subsidies. 
Quite the contracy, in fact. Not only have sugges- 
tions for their elimination evoked a great hue and 
cry of protest, but other pressure groups are plug- 
ging diligently in an effort to get aboard the “gravy 
boat.” 

A bill introduced by Senator Thomas of Okla- 
homa would base farm parity prices on the 1919- 
1929 level. The effect would be to increase the 
present parity price on wheat from $1.55 a bushel 
to $1.88; corn would be raised from $1.12 to $1.26 
a bushel; and cotton would be increased from 
$0.217 a pound to $0.305. The Pace bill which 
would permit farmers to include labor costs in com- 
puting parity prices would add even more to subsidy 
payments, increasing present parity prices nearly 
one-third. 

It is apparently futile to argue that the war is 
over and that the need for subsidies no longer 
exists. Subsidy proponents will answer these argu- 
ments by pointing out that price control and the 
imposition of ceilings do not permit growers and 
producers to operate at a profit, and to get their 
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production it is necessary to grant a subsidy. Their 
argument continues by pointing out that subsidies 
have been instrumental in preventing an inflationary 
rise in living costs. 

According to the OPA, subsidies have enabled 
consumers to save 8 per cent on their food bill. 
Fine, but why stop at 8 per cent; why not have 25 
or 30 per cent? There lies the big fallacy in the 
whole subsidy program. 

It is also argued that subsidies are an anti- 
inflation device. That is another illusion. By placing 
added burdens on the Treasury, they delay the re- 
duction of debt and the balancing of the budget, 
and they stymie efforts to get some portion of the 
large bank holdings of Government bonds into the 
hands of the public. 

Just how large the proposed $2,600,000,000 sub- 
sidy is will be realized when it is recalled that total 
internal revenue receipts amounted to only $1,600,- 
000,000 in 1933, while five years later they 
amounted to only $5,600,000,000. 


How Subsidies Work 


Let us examine some of the individual subsidies 
a little closer. The United States has a large sur- 
plus of cotton but when any of this cotton is com- 
mercially exported it is necessary for the Govern- 
ment to pay a subsidy of 4 cents a pound in order 
to bring the domestic price in line with the world 
price. Yet, the inability of American cotton to com- 
pete pricewise in world markets is the result of 
another subsidy—the farm price parity program. 
Consequently, the taxpayer is not only charged with 
the cost of subsidizing domestic growers, but foreign 
buyers as well. 

A subsidy of 3 cents a pound is paid to coffee 
importers. This is equal to about 10 per cent of 
the retail cost of a pound of coffee. Why this 
subsidy? Because the present ceiling price is 3 cents 
a pound under the price asked by importers. 

In the case of meat, a subsidy of $720,000,000 
is supposed to enable packers to sell meat at the 


ceiling price, while paying the prices demanded by 


growers. The ceiling price in the case of meat, how- 
ever, is largely theoretical. It has been estimated 
that more than four-fifths of all the meat stores 
are selling meat above ceiling prices—either that 
or meat is not to be had at any price. Meanwhile, 
the Government continues to pay out subsidies of 
$22.50 per head of cattle and $4.25 for hogs. 

To further nurture the illusion of price control, 





proposed plans call for an increase of $50,000,000 
in the subsidy paid to flour millers, bringing the 
total amount up to $260,000,000. Dairy farmers 
would be given an increase of $18,000,000 and a 
total subsidy of $515,000,000. 


Dairy Products Subsidy 


Flour millers are unable to pay the prevailing 
price of wheat and grind flour profitably at the 
present ceiling price. But the “line will be held,” 
wheat farmers will get their price, and so will the 
flour millers. The taxpayer will be billed for the 
difference. The subsidy to dairy farmers pre- 
sumably is for the purpose of encouraging increased 
production and overcome the current shortage of 
fluid milk and butter fat. That there is a shortage 
of milk and butter, however, is again due to the 
unprofitable level at which the ceiling price has 
been set, making it more profitable for dairy farm- 
ers to divert large supplies of milk to ice cream 
makers and other processors. It has been estimated 
that without the subsidy the retail cost of milk 
would rise an average of about 1 cent a bottle and 
butter would rise 13 cents a pound. That would 
make butter a fairly expensive item in the average 
food budget but right now it is not even an item, 
with very little butter being available outside of 
black markets. 

In order to hold oleomargarine prices within the 
ceiling maximum, the Government buys soybean 
and peanut oil from growers and sells it at a loss 
to processors of oleo. Canned fruits and vegetables 
are also beneficiaries of a Government subsidy paid 
to canners and freezers. This subsidy is equivalent 
to 1 to 2 cents per can. 

To save the housewife about 1 cent a pound on 
sugar, the Government not only guarantees the 
price of domestic sugar beets, but pays refiners a 
subsidy also. Cane refiners in the South, and Insular 
possessions, also receive about 1 cent a pound sub- 
sidy on their raw sugar. 

In industrial fields also subsidies provide an effec- 
tive means for compensating producers and manu- 
facturers who otherwise would be unable to pro- 
duce under existing price ceilings. Domestic pro- 
duction of non-ferrous metals such as lead, copper, 
and zinc has for some months been insufficient to 
meet demands and subsidies are paid to both domes- 
tic and foreign producers. For this purpose, the 
Office of Economic Stabilization is requesting 
$100,000,000 for the next fiscal year. Indirectly, 

consumers benefit from these subsidies 








through the lower cost to him of such 
items as paint, batteries, etc. 
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FOOT THESE SUBSIDIES 






Much the same pattern is fol- 
lowed on rubber which is_ bought 


abroad and resold to domestic proces- 
sors at a lower price, the Government 
pocketing the loss. Other imported 
commodities include abaca and agave 
rope fibers, copper, tin, lead and 
antimony. But in the matter of im- 
port commodities, for which a total of 















$170,000,000 is being requested for 
the 1947 fiscal year, subsidies may be 
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disbursed with a more or less free hand to favor any 
commodities which are needed, but which are priced 
in world markets in excess of our ceiling levels. 

One subsidy which will be substantially lowered 
in the 1947 fiscal period will be the one paid 

etroleum producers. The amount will be cut from 

290,000,000 to $50,000,000. It is not quite clear, 
however, as to just why even the latter amount 
should be necessary at the present time. Presumably 
the bulk of it will be used to keep less productive 
“stripper wells” in action. Domestic petroleum out- 
put is more than adequate to meet present needs 
and prices are generally below ceiling levels. Con- 
sequently, the industry is advocating the removal 
of price ceilings. 

Of the $600,000,000 subsidy embodied in Ex- 
pediter Wyatt’s Housing Program, about $400,- 
000,000 will be earmarked for incentive payments 
to producers and manufacturers of building ma- 
terials in short supply—lumber, bricks, soil pipe, 
plumbing fixtures, and what have you. The balance 
will be used to subsidize’ new designs and methods 
for home construction. In the latter hand-out, pre- 
fabricators appear likely to get the lion’s share. In 
terms of the 2,700,000 homes which have been set 
as the goal, the subsidy would amount to nearly 
$225 per home. Before the goal has been reached, 
however, this subsidy may be substantially in- 
creased. 


Subsidies Linked to Price Control 


Practically all of the subsidies which have been 
discussed here are of comparatively recent origin 
and for the most part are linked closely to OPA and 
price control. By the same token, their life span 
may be lengthened or shortened, depending on the 
fate of OPA legislation now before Congress. There 
is fairly strong sentiment in Congress for the 
gradual elimination of many of these subsidies, 
which is undoubtedly influenced in this attitude not 
so much by the desire to eliminate an unhealthy 
condition, but by the belief that prices, impelled by 
the strong force of demand, would rise above present 
subsidy payments. Validity is given to this line of 
thought by the sustained high level of national in- 
come—currently running at the rate of $160,- 
000,000,000 annually—coupled with the large un- 
used purchasing power in the hands of the public. 
_ The resulting rise in living costs would unques- 
tionably add several loops to the spiral of inflation, 
for higher living costs would inevitably be followed 
by renewed demands for higher wages, higher farm 
prices and higher prices for manufactured prod- 
ucts. 

Does this mean that the Government has a 
veritable bull by the tail, and that subsidies once in 
effect become more or less permanent? Not neces- 
sarily so. The gradual elimination of subsidies, or 
at least those born of wartime expediency, could 
probably be achieved without setting off explosive 
price repercussions. This would require compe- 
tent research into the supply and demand factors 
affecting each individual commodity or product. It 
‘s certain, however, that such a program would 
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never be given Congressional blessing unless it car- 
ried a stipulation that prices be permitted to rise 
at least to a point sufficient to compensate farmers, 
and others, for the amount of subsidy payments. 

At this point, one might logically question the 
wisdom of continuing an extravagant subsidy pro- 
gram and deluding the public at a time when buying 
power, employment and income are at a high level. 
If the subsidy program cannot be curtailed under 
this combination of favorable circumstances, cer- 
tainly there would be little chance of doing so were 
income and employment to decline. Proponents of 
subsidies would then argue that their continuation 
was necessary to enable consumers to purchase 
necessities at a lower price. To this clamor also 
would probably be added the voices of farm organ- 
izations and industrial pressure groups, finding 
themselves unable to pass subsidies along to con- 
sumers in the form of higher prices. 

Realistically viewed, subsidies are probably here 
to stay. Although they are not a new means of 
camouflaging or circumventing the laws of supply 
and demand, and have come to be accepted as a 
permanent feature of contemporary economy, cer- 
tainly those subsidies which cannot be supported 
on the grounds of economic necessity should, and 
‘an, be eliminated. 

As an example of a subsidy justified by economic 
necessity, the air mail subsidy is an excellent one. 
By subsidizing airlines through air mail payments 
in the early years of their growth, operators were 
enabled to earn enough to keep pace with improved 
aircraft technology and expand their services until 
today they afford the most efficient air mail serv- 
ice in the world, and are practically self-supporting. 
As the airlines acquired maturity and operating 
skill, subsidy payments were gradually reduced. 

Such, however, has not been the case with farm 
subsidies, to cite an (Please turn to page 180) 








| 
| Proposed Subsidy Program* 


(in millions of dollars) 











Sought Authorized Spent 
for fiscal in fiscal in fiscal 
’ 1947 1946 1946 
A ons Ariancartianemtrooenmetsonion $715 $684 $720 
MN occas eases ave Lonnccenmecngecents 260 215 210 
RI cincssccensccliensineictiiahaieenictibmacnbindinnsdonan 100 21 
ee arossiases orccscnessicaonastivaiserenince> 31 60 60 | 
Copper, lead and zinc .... 100 88 88 | 
ORRM coceecccesss ecco ccsctenusecccscanecnsscomas 50 290 60 
Other imported items .................--..--. 170 180 125 
Total R.F.C. programs ................-.+ 1,326 1,617 1,248 
I ON ope cca ccamececserencmees 515 568 497 | 
Non-crop programs ... sas 60 156 105 | 
CHG CROCE canines cncscensececiecaes 150 225 234 CO 
Total W.F.C. and €.6.6, ...00...005.... 2,051 2,566 2,084 | 
To the above must be added the butter subsidy which will be 
submitted later—also $600,000,000 in subsidies to be paid to | 
manufacturers and producers of building materials under the 
Wyatt Housing Program. 
* Submitted by James Brownlee, deputy director of the Office of | 
Economic Stabilization, to the House Banking and Currency Com- | 
mittee. | 



























































































































Battle of 
AUTO GIANTS 


Looms 





By H. F. TRAVIS 


o suPPLY 30,000,000 automobiles within the next 

five years no longer sounds like the fantastic 
proposal it would have seemed in prewar. War 
time arithmetic has gone up in the scale, teaching 
everyone that realism now leans upon terms of mil- 
lions and billions, and to envisage big business only 
a long string of ciphers will do the trick. For a 
fact, manufacturers of cars and trucks have the 
capital and facilities to turn out 6 million units a 
year when they get in their full stride, while an 
army of cash-laden buyers, with billions of pur- 
chasing power, may have to curb their impatience 
over a five year period after their desires can be 
fully satisfied. All of this spells opportunity and 
potential profit for the automobile industry. 

As well over a thousand automobile manufactur- 
ers have learned to their sorrow since the early 
days of motor transportation, it is one thing to de- 
sign and produce a good car, but a bird with an- 
other feather to sell it profitably in a highly com- 
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For a year, perhaps, there will be plenty of busi- 
ness for all auto makers; after that the compe- 
titive battle will be waged in low priced field. 









In the race to win the motorists’ 


petitive market. 
hard-earned dollars, the annual progress of engi- 
neering skill and improvement in car appearance 
has been an important factor of course, but inev- 
itaby price has proved to be the main determinant 
in a market where variations in efficiency and line 


were narrow. The “Big Three” in the automobile 
world — General Motors, Chrysler and Ford — ac- 
cordingly, by development of mass production and 
distribution, have been able to hold prices at a level 
fatal to many former competitors, although entirely 
satisfactory from their own viewpoint. True, a 
handful of other manufacturers, like Packard, 
Studebaker, Nash, Hudson and others have won 
varying success through the years, and as a result 
of wartime prosperity are in an exceptionally strong 
position to expand their activities; through justi- 
fiable popularity with an established clientele and 
with combined output of the entire automotive in- 
dustry far short of latent demand for all cars, these 
experienced concerns are likely to find customers for 
all the automobiles they can produce in near term 
years. The same thing is true of more than one 
strong newcomer in the field. 

But when it is realized that by immediate prewar 
years General Motors, Ford and Chrysler had cap- 
tured about 90% of the total domestic car market, 
chances for their worrying over much about other 
competitors are not too important. Each one of this 
trio is rushing into production of cars to meet 
buyers in the three most popular price ranges, and 
with knowledge born of experience that to sustain 
and expand volume, main reliance must be placed 
upon the lower priced items. It is here that one of 
the greatest contests for supremacy in the history 
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of our economy is undoubtedly in the making, for 
if Chevrolets, Fords and Plymouths, or their suc- 
cessors in a lower price range, continue to attract 
50% of all car buyers as they did in prewar, the 
share of this inviting pie which will be won is a 
prize worth fighting for, to say the least. 

Total car registrations in the United States 
reached a peak of 29,366,862 in 1941, when needs 
for armaments soon arose to.crowd out all poten- 
tials for buying a new automobile. With an almost 
empty void since then in dealer hands, and with cars 
now usable reduced to well below 25 million, not to 
mention an age of over seven years for the average 
car still running, replacement needs alone would 
make the estimated deferred demand for 30 million 
appear very conservative indeed. Especially is this 
true in light of the prospective high level of national 
income and the record crop of newly married couples 
already accustomed to transport by the family car. 
First-time purchasers, therefore, are sure to swell 
the ranks of buyers. 

While under the impact of mounting wage and 
material costs, car prices compared with 1939 have 
risen nearly 50% for those in the most inexpensive 
range, urgent need, ample resources and facilities 
for easy financing combine to offset temporarily this 
disadvantage. Unless economic conditions change 
materially, the catch-as-can scramble for new 
cars priced not much above $1,000 is likely to erase 
memories of when the same model could have been 
bought for $650 to $750 not so many years ago. 


How Leaders Shared Low Price Field 


On an appended table we have shown the relative 
sales of Plymouths, Fords and Chevrolets from 1932 
to the end of 1941. It will be noted that at the be- 
ginning of this period General Motors had already 
achieved a commanding lead over Ford and that 
Chrysler had just begun its impressive struggle for 
a place in the light car field. During the previous 
decade, Ford had pioneered in the mass production 
of a low-priced motor car and for a considerable 
time was almost without competition. In scanning 
the combined sales of the three concerns for a full 
ten years, it will be seen that Chevrolet started with 
a percentage of 47% and ended with 45.4%, where- 
as Ford’s share of the market contracted slightly 
more in declining from 37% to 31.2%. From an 
original level of 16%, however, Plymouth forced its 
way to a share of 23.4% in 1941, in the process 
gaining rather more rapidly upon Ford than upon 
Chevrolet. Considerable interest will be found in 
studying how the relative positions of the trio 
swayed back and forth during the interim years of 
the decade under review—how in 1935, for example, 
Ford surged ahead into the lead, with Chevrolet 
spurting up abreast in 1937 and thereafter push- 
ing rather steadily ahead as Plymouth continued 
its aggressive inroads to hold its position. 

The foregoing picture highlights rather well how 
the feud between the three giants progressed in pre- 
war years, as well as providing some guide to the 
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current line-up after a four-and-a-half-year inter- 
lude for the production of airplanes, tanks and 
guns. From this point on, the battle will be renewed 
with increasing intensity, marked with conditions 
radically different from any previously experienced, 
and productive of strategy in which mystery still 
plays an important role. 

The lure of a tremendous sellers market for sev- 
eral years to come has warranted plans by these 
three leading companies for substantial expansion 
in facilities despite the natural growth in factory 
space to meet military demand in war years. And 
under the same stimulus, competition from other 
established automobile manufacturers and newcom- 
ers in the field will add to the excitement of the 
contest. Where in prewar, for instance, Willys Over- 
land’s low priced car succeeded in capturing only a 
small percentage of the total sales to the public, 
and from this angle may still remain a minor com- 
petitor, the potential market is so wide open that 
its unit and dollar sales may reach record propor- 
tions for quite some time to come. In other words, 
volume may expand although the company’s share 
of total business may gain but little. 


In like manner, conditions for the time being are 
highly favorable to introduce the new Kaiser-Frazer 
cars. In this instance, the ability to raise some $50 
million in new capital has given the company a good 
start from scratch to building its forthcoming light 
‘ar, for both in design and productive equipment 
it has been possible to utilize the most up-to-date 
talent. In remarkably short order, also, Kaiser- 
Frazer has been fortunate in building up over 3,500 
dealer outlets, which indubitably will sell all the 
cars the company can produce as long as the sellers 
market continues. Whether or not it can hold its 
advantage when competition really becomes stiff in 
the longer term range, only time can determine. But 
maybe the “Big Three” have more soundly predi- 
cated views on this subject than they are willing 
to disclose at present. 

Currently, of course, now that strikes and short- 
ages are on the wane, production by all members 
in the industry is on the (Please turn to page 170) 








How the Lion’s Share of the Low-Price 
Automobile Field was Divided 
in Pre-War Years 


Plymouth (*) Ford Chevrolet(t) 
111,926 (16.0%) 258,927 (37.0%) 322,860 (47.0%) 
249,667 (24.1%) 311,113 (30.0%) 474,493 (45.9%) 
302,557 (22.2%) 530,528 (38.7%) 534,906 (39.1%) 
382,985 (20.5%) 826,519 (44.2%) 656,698 (35.3%) 
499,580 (22.9%) 748,554 (34.3%) 930,250 (42.8%) 
462,268 (23.2%) 765,933 (38.3%) 768,040 (38.5%) 
286,241 (26.0%) 363,688 (33.0%) 464,337 (41.0%) 
348,807 (24.5%) 481,496 (33.7%) 598,341 (41.8%) 
440,093 (24.0%) 542,755 (29.6%) 853,529 (46.4%) 
452,187 (23.4%) 602,013 (31.2%) 880,346 (45.4%) 





Figures in parenthesis indicate percentage of tatal low priced 
cars sold by each of the Big Three. 
* Chrysler Corp. 
t General Motors. 

































































































.. Future of American-Philippine Economic 
Relations 


... British Exports in First Quarter 


..- Nationalization Problems in Central 


Europe 


... German Assets in Switzerland 


WITH JOHN LYONS 


HE PRESIDENTIAL ELECTIONS in the Philippines, 

held on April 23, were, as had been anticipated, 
a close contest. Sergio Osmena, the present presi- 
dent, running on the platform of the so-called 
Coalition (Nationalist Party, Democratic Alliance 
and Popular Front) which demanded immediate in- 
dependence, land reform, and Government spon- 
sored industrialization, was defeated. The next 
president will be General Manuel Roxas who had 
the largest following among the more conservative 
element, businessmen and landowners and, it is 
claimed, also among the former collaborationists. 
Although General Roxas favors independence, it 
has been suggested that he may, owing to the inter- 
ests which supported him, seek its postponement. 


Philippine Legislation in Congress 


The proclamation of independence is not likely 


to minimize our responsibilities toward the Islands. 
Under Joint Resolution 93 of June 1944, we 
pledged to maintain there a huge military estab- 
lishment, a far greater one than we had prior to 
World War II. Since the Philippines will be one 
of the most vital links in our defense system, it 
would be a poor policy to let them deteriorate eco- 
nomically and thereby endanger their political and 
economic stability. 

The handling by Congress of the two bills, the 
Tydings Bill and the Bell Bill, which are the cor- 
nerstones of the Philippine rehabilitation, has been 
extremely slow, the bills having been buried for 
months in various Congressional Committees. Early 
in April, however, both of them were finally passed 
by the House. The Tydings Bill was also approved 
by the Senate, and by the time this appears in 
print, it may have been signed by the President. 
As it has now emerged from the two Houses, the 
Tydings (rehabilitation) Bull makes available 
$625,000,000 for the Islands. Of the appropria- 
tion, $400,000,000 is to pay for individual war 
damage, $125,000,000 is to be used for the build- 
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ing of highways, ports and other public facilities. 
The remaining $100,000,000 represents war sur- 
plus property, such as motor trucks. Since the war 
damages are to be paid only to the Philippine and 
American citizens, the Chinese, who are estimated 
to have controlled about 85 per cent of the pre-war 
retail business, are to be left out. Consequently the 
recovery of retail trade may be slow. 

The Bell (trade) Bill, as it emerged from the 
House, provides for free trade between the United 
States and the Islands during the first eight years 
following the declaration of independence, but a 
quota system is fixed for certain products such as 
sugar, cordage, rice, cigars, filler tobacco, coconut 
oil, and pearl buttons. After eight years of free 
trade, graduated duties are to be imposed at the 
rate of 5 per cent a year for twenty years, so that 
by 1974 regular tariff rates would begin to apply 
to the Philippine products. The proposed sugar 
quota of 850,000 long tons, the same as before the 
war, was cut down in the House to 850,000 short 
tons, but the Senate Finance Committee changed it 
back to the original amount. 


Economic Conditions in Philippines 


Both bills came in for considerable criticism in 
the Philippines during the presidential campaign. 
The Filipinos would have liked to see the free trade 
period set at twenty years instead of eight. They 
argued that the imposition of tariffs on certain 
American goods (consumers’ goods that could be 
manufactured in the Islands and certain luxury 
goods) would have been mere than compensated for 
by the preferential treatment of American pro- 
ducers’ goods, such as agricultural or mining ma- 
chinery. The Bell trade relations bill is also being 
scored because it supposedly infringes on the 
Philippine sovereignty beyond the independence 
date by granting American businessmen and cor- 
porations equal opportunities with the Filipinos. 

The economic situation in the Islands is gradu- 
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ally improving, principally as a result of the greater 
intra-island trade for which more shipping is now 
available, and because of substantial imports of 
American goods. In fact, the inflated prices of 
many products are reported to be going down, at 
least in Manila. But there is still too much pur- 
chasing power in relation to the available goods, 
with the expenditures of the U. S. military estimated 
at $500 to $750 million. 

Some products such as copra, manila hemp, 
cordage and chromite ore are beginning to move 
out of the Islands, but, of course, in small quanti- 
ties. The sugar crop this year is expected to be 
only about 25,000 tons. The 1947 harvest may 
come to about 200,000 tons. No substantial exports 
of sugar are likely prior to the Spring of 1948. The 
rehabilitation of gold mines will also be a long job. 


British Exports in First Quarter 


A good deal of publicity is being given to the 
unexpected vigor with which British exports have 
been expanding. During the first quarter of 1946, 
the exports totaled 
£184,000,000, as com- 
pared with £71,000,000 
and £121,000,000 for 
the corresponding peri- 
ods in 1945 and 1938. 
Not since 1926 have 
the exports been so 
large. The forecast 
made some time ago by 
the Board of Trade of- 
ficials that by the end 
of this year Britain 
would be exporting ai 
the rate of £750 mil- 
lion a year, or at a rate 
twice as high as in 
1945 when the exports 
totaled £388,000,000, 
is certainly on the con- 
servative side. 

Three factors have 
been helpful to the 
British exporters. (1) 
with the exception of 
the United States, the British have practically 
no competitors among the older industrial na- 
tions. Germany, Japan and Italy are and will be 
out of the race for some time. France, the Low 
Countries, Czechoslovakia and Poland cannot com- 
pete yet, because their prices are still too high, and 
the shipments of industrial products by Belgium, 
Sweden, and Switzerland are relatively small. 
(2) There are plenty of pounds sterling all over 
the world, and (3) considering the shortage of 
goods in Great Britain, the British have established 
stiff export targets. During the first six months of 
1946, some 50 per cent of the newly produced cars 
are to be exported; meanwhile the British public, 
starved for anything that is on wheels, has been 
bidding giddy prices for second hand autos that 
survived the war. On the average, according to Sir 
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Efforts are being made to insure an orderly 
economic transition of Philippine independence 


Stafford Cripps, president of the Board of Trade, 
some 25 per cent of the overall output of all manu- 
factured goods will have to be exported, as against 
about 15 per cent prior to the Second World War. 

Gratifying as the expansion of British exports 
has been thus far, it must not be forgotten that the 
value figures are inflated: British export prices are 
currently about 87 per cent higher than in 1938, 
as against about 46 per cent for United States ex- 
ports. Measured in 1938 prices, or on a volume 
basis, British exports during the first quarter of 
this year were about 15 per cent smaller than in 
1938. Actually, they will have to double from the 
present level (on the volume basis) if they are to 
reach a volume 75 per cent greater than in 1938, a 
level at which, as is now generally accepted, it will 
be possible to produce an equilibrium in the British 
balance of international payments. This means that 
the British must aim at an annual level of exports 
of about £1,550,000,000 at the current prices. It 
is now expected that this “target” may be reached 
in 1948, if deterioration in the international po- 
litical situation can be 
avoided. 


Central Europe 


News is scarce and 
often biased from that 
part of Europe that 
lies beyond the Elbe 
river and the Alps. All 
the countries on the 
edge of Russia are 
heavily committed to 
nationalization: in Po- 
land about 80 per cent 
of all industrial under- 
takings and business 
concerns are now in the 
hands of the state or 
co-operatives, and the 
percentage in Jugo- 
slavia, Hungary and 
Roumania is said to be 
even higher. In Czecho- 
slovakia about 60 per 
cent of the industrial establishments have been taken 
away from their former owners. Because of its in- 
dustrialization and dependence upon foreign trade, 
Czechoslovakia’s handling of various problems. will 
be worth watching. 

According to reports from Prague, directorates 
or trusts have been set up for various industries, 
such as glass, chemicals, paper, coal, and even 
porcelain-china. State controlled trading trusts 
have also been organized. But the progress in get- 
ting production under way has been extremely slow, 
and industrial production has not yet reached one- 
half of the pre-war volume. For this shortage of labor 
and raw materials as well as transportation diffi- 


‘culties are partly to blame. But an important con- 


tributing factor has been the cumbersomeness of state- 
controlled industrial trusts (Please turn to page 176) 
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Productive capacity of aircraft industry is greatly 


in excess of present military and civilian needs. 


By WARREN BEECHER 


EOPLE ARE WONDERING what ails 
the aircraft industry. There prob- 
ably is nothing wrong with it that 
time won’t cure. Fears of serious diffi- 
culties, although not entirely ground- 
less, may be exaggerated. Vague 
symptoms of trouble giving rise to per- 
sistent public anxiety can be traced 
directly to ordinary growing pains. - 

Before examining more closely 
some of the principal problems confronting the in- 
dustry, let’s see what startling developments of re- 
cent ‘years have come forward to cast shadows of 
doubt: 

(1) Imminence of transition in military as well 
as in commercial planes from gasoline reciprocating 
engines and propellers to turbine engines for pro- 
pulsion. 

(2) Remarkable increase in cruising speed of all 
types of aircraft, especially transports, so that seat- 
mile passenger capacity has been tremendously ex- 
panded. 

(3) Enlargement of planes to permit carrying 
heavier payloads. New transports have more than 
twice as many seats as the largest ships in use until 
recently. 

(4) Progress in aeronautical techniques such as 
employed in designing and constructing the new 
flying wing introduced by Northrop. 

(5) Successful adoption of mass production as- 
sembly line procedure in manufacturing plants. 

The most serious threat to profitable operations 
in aircraft manufacturing is the excessive produc- 
tive capacity. The situation reminds one of the 
dilemma faced by the old woman who lived in a 
shoe. Just as this nursery rhyme character “had 
so many children she didn’t know what to do,” the 
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United States has too many mouths 
to feed in handing out aircraft 
orders. It has been said that at ca- 
pacity operations, manufacturers 
could produce within a relatively 
few months all the planes the air- 
lines could possibly use. This may 
= not be a serious over-statement. It 


ee seems apparent that substantially 


larger volume of military or com- 
mercial business is requisite to maintain the indus- 
try at its present level. In the absence of an in- 
crease in volume further contraction in production 
and profits may be expected. 

In searching for an authoritative opinion on the 
outlook for the industry, it would be natural to 
turn to an experienced executive such as Donald 
W. Douglas, president of the company bearing his 
name. In view of the fact that in no year since its 
founding in 1920 has the company failed to show a 
profit, the views of Mr. Douglas deserve respect. 
The fact that he is not optimistic over the outlook 
should occasion no surprise because he rarely has 
been known to express other than a gloomy view- 
point. 

Commenting on 1946 prospects, Mr. Douglas 
told his stockholders recently that, “It is not ex- 
pected that there will be any assured net income 
during 1946 after tax adjustments although there 
may be-a considerable volume of gross sales real- 
ized.” This is indeed a disturbing thought con- 
sidering the fact that many investors had believed 
that major air transport manufacturers would fare 
well in early post war years in filling substantial 
orders for airlines. Mr. Douglas attributes the un- 
promising outlook partly to a decision of the com- 
pany to charge specific costs of each airplane to 
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cost of sales currently and to charge all develop- 


t 


ment expenses as current costs. In the past, it had 
been the practice of the management to charge such 
costs and development expenses over comparatively 
long periods of subsequent production. This change 
in policy tends to raise current manufacturing costs 
and to reduce immediate profits. 

Other factors are stressed by Mr. Douglas in 
appraising the outlook. He calls attention, for in- 
stance, to the fact that the number of large fast 
transports already reported on order by domestic 
airlines together with equipment already in use 
closely approach in passenger mile capacity the en- 
tire traffic volume of the railroads and buses prior 
to the war, excluding local and commuting traffic. 
He points out that it is not generally realized that 
because of its greater speed, a single airplane of 
the DC-6 type can carry as many passengers be- 
tween distant points during a week or a month as 
an entire train can haul in the same period. 

Problems of rapidly rising costs, accelerated 
obsolescence, and limited military orders are called 
to stockholders’ attention in the recent Douglas 
annual report. This says in part: 

“The industry is also faced with the fact that 
the complexity of new, experimental aircraft has 
grown from year to year, while the probability of 
obtaming worthwhile orders for a new model upon 
its development has decreased. Thus the cost of 
bringing out a new model has risen from a matter of 
a few hundred thousand dollars during the 1930’s 
to a major undertaking of many millions of dol- 


lars in recent years, and there are no signs of a 
reversal in this trend. Technological advances in 
both aircraft design and motive power are so rapid 
that development of a successful model is no longer 
necessarily followed by sizable orders, either com- 
mercial or military. To an increasing extent, and 
as a result of these advances, a new model may be- 
come obsolete before quantity production is at- 
tained.” 

Government aircraft orders have been smaller 
than many observers had anticipated. Although it 
was recognized that such business would shrink 
substantially in early months after the war, many 
in business apparently felt that until the interna- 
tional outlook clarified, it would be well to keep 
the industry as healthy as possible. Records in- 
dicate the Army and Navy acceptances of new air- 
craft in the first quarter this year approximated 
500 planes. On this basis, it is estimated that fewer 
than 2,000 military planes valued at no more than 
$500 million, will be produced in 1946. This is 
well below minimum requirements recommended to 
maintain the industry at an efficient basis capable 
of meeting a possible foreign threat. 

The fact that the manufacturing industry can- 
not depend on airlines for sufficient volume to main- 
tain present capacity becomes evident in a brief 
study of the progress in passenger carrying ef- 
ficiency. Airlines carried ten times as many pas- 
sengers in 1944 with only about 275 planes than 
with more than 400 planes ten years earlier. This 
feat was accomplished by (Please turn to page 177) 















































Statistical Highlights 
Of Leading Aircraft Manufacturers 
Glenn L. Curtiss- Consolidated United 
Sales ($ Millions) Douglas Lockheed Martin Boeing Wright Vultee Republic Aircraft 
1939 $27.9 $35.3 $24.1 $11.8 $48.6 $3.6 $9 $52.1 
60.9 44.9 30.6 19.4 138.7 14.9 10.3 127.0 
180.9 144.7 67.2 97.2 373.1 129.6 10.8 307.4 
489.7 444.6 337.5 386.6 770.6 379.0 N.A. 519.4 
987.6 658.0 598.1 493.2 1295.2 800.6 282.6 734.1 
1061.4 611.5 533.4 608.1 1716.9 960.0 369.6 743.8 
744.7 237.2(¢) 195.8(¢) 420.9 N.A. N.A. 222.1 484.4 
| % Oper. Income of Total Sales | 
| 1939 19.3% 11.3% 22.0% d26.9% 16.1% 41.8% d67.4% 25.0% | 
1940 23.2 13.7 29.6 27 30.8 13.0 10.6 31.8 
1941 24.0 20.2 18.2 22.4 34.1 26.1 15.0 31.5 
1942 9.6 15.8 11.0 8.8 13.1 14.5 N.A. 12.2 
1943 4.8 10.1 7.3 6.2 8.4 8.8 6.6 9.3 
1944 4.1 3.8 13.6 5.4 6.3 7.8 5.1 9.6 
1945 3.6 2.1) N.A. 6.4 N.A. N.A. 2.4 5.1 
| Earnings Per Share 
| 1936-39 Average ..........cccccccccsccscseceseeeeseseeeeeees $3.05 $1.27 $2.02 d$1.14 $.09 $.67 d$.95 $1.96 
1940 18.05 3.17 4.94 35 1.81 1.08 .84 5.81 
1941 30.29 6.14 5.24 5.65 3.15 7.82 69 6.29 
1942 15.38 7.59 6.01 4.84 1.46 4.85 1.02 5.99 | 
1943 9.92 7.42 2.66 4.14 1.42 8.67 2.19 5.31 | 
ene 7 12.81 4.20 4.37 4.86 1.62 8.80 3.76 5.37 | 
Li | seg ter: aate ln OR 2st RomeY tt aA SPOTS Sree 14.93 3.50E 4.22(¢) 5.99 N.A. 6.00E 1.50 4.35 | 
Net Wkg. Capital per Share 12/31/45............ $107.14(a)  $30.25(e)  $15.45(b) $40.24 $9.65(b)  $25.76(b) $10.22 $42.24 
Recent Price ‘ $89 $33 $38 $29 $7 $27 $21 $30 
1945-1946 Price Range* ............cccccsscecesseseseceeeeee 108 7-65 454-192 46 %4-21%e = 35-1714 128-52 354-174 247/e-7¥% 385-25 
1945 Dividend $5.00 $2.00 $3.00 $1.00 $.50 $2.00 $.50 $2.00 
Indicated Yield ..... a 5.6% 6.0% 7.9% 3.4% 7.1% 7.4% 2.4% 6.6% 
| PRN SO NIMRD 65 cesses ese caseoven sovnazaceestsdesseenicenese 5.9 9.4 4.8 pane 4.5 14.0 6.9 
d—Deficit. N.A.—Not Available. *—Including April 23, 1946. (a)—As of Nov. 30, 1945. (b)—As of Dec. 31, 1944. 
| E—Estimated. (c)—For 6 months ended June 30, 1945. (e)—As of June 30, 1945. 
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6 Investment Securities 


— For CAPITAL Building 


By MAGAZINE OF WALL STREET STAFF 


i OF THE 1946 FIRST QUARTER finds industry 
in an all out race for a promised goal where rec- 
ord peacetime production should bring ample re- 
wards to many a strong concern. But, as they say 
in the Grand Derby, “At the quarter mile mark, 
the field is much scattered and many casualties have 
occurred.” Applied to the activities of manufac- 
turers the simile would indicate that due to strikes, 
material shortages, lack of manpower, mounting 
costs, rigid prices and other handicaps, many con- 
tenders in the competitive battle have had some 
difficulty in negotiating the hurdles. More for- 
tunate, however, has been the experience of a good 
many leaders, as always happens, and even though 
temporarily they may not have gotten fully into 
their stride, their over-all prospects for the current 
year and thereafter are so bright that their shares 
invite favorable attention. 

Among various interesting situations of more than 
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ordinary appeal in the foregoing category, we have 
selected six which have exceptionally promising 
prospects at this time. Through strategic trade 
advantages, immediate ability to produce needed 
goods at a profit due to operating skill or tax re- 
lief, and a sizeable backlog of orders to keep them 
busy for many months to come, 1946 net earnings 
of the concerns we have selected may well provide 
above average satisfaction for their shareholders. 


General Tire & Rubber 


Thirty-year-old General Tire & Rubber Co. was 
happily situated at the war’s end by its ability to 
shift rapidly from production of military equip- 
ment to tires for civilian use. Replacement demand 
rather than volume based upon orders arising from 
automobile manufacturers has always been the main 
reliance of this experienced tire maker, and at VJ 
day the desperate need of civilians for new tires 
























THE GENERAL TIRE AND RUBBER CO. 
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served to pile up an enormous backlog of orders 
which all the combined efforts of tire manufacturers 
cannot meet for at least a year to come. Through 
established independent or controlled dealers through 
the United States and many foreign countries, the 
company is kept busy at peak capacity to meet 
a mounting demand. Volume potentials are further 
improved by wartime expansion of facilities, recent 
acquisition of several other experienced tire makers, 
and technological improvements in machinery. Di- 
versification in activities is achieved through owner- 
ship of the Yankee Network; distribution of freez- 
ing units made under contract by the Liquid Car- 
bonic Co.; manufacture of numerous automobile re- 
pair items, and plumbing supplies; and fees or 
commissions received from foreign concerns in which 
General is interested. In addition to its own modern 
plants, the company operates a large synthetic rub- 
ber plant in Texas under lease from the Government. 


At the end of 1945, working capital of General 
Tire stood at an all-time peak of $14.5 million, while 
net sales for the year were reported as $87 million, 
an increase of 13% over 1944. While final net for 
1945 came to $1.6 million against $2.19 million 
earned in the previous year, the 1945 figures re- 
flect a deduction from operating income of $5.58 
million for accelerated amortization of war facilities, 
a non-recurring item. The reported net per share 
in 1945 of $2.20, accordingly should expand sharply 
in 1946, especially as tax relief has now become 
beneficial. Considerable leverage also accrues to 
the equity issue as a result of $7.5 million 444% 
preferred now outstanding. While at recent market 
price of 47 for the shares a yield of only 2.1% 
is obtainable, the outlook for more liberal treat- 
ment of shareholders is bright. The 1945-46 price 
range was high—49, low—26. 


Ruberoid Company 


The Ruberoid Company, long rated as a success- 
ful contender in the field of building materials, 
specializing largely in roofing and shingles, ap- 
pears to have promising potentials in the near term 
horizon. How firmly entrenched this concern is with 





its trade customers is seen by the fact that since 
1889 it has never experienced an unprofitable year 
and during this long interval dividend distributions 
have been consistently maintained. Accounting for 
this stability in part, many of the company’s regu- 
lar products find a substantial market among in- 
dustrial concerns and home owners as repair essen- 
tials, thus sustaining volume during periods of gen- 
eral economic depression. With a tremendous build- 
ing boom in the offing, the availability and rela- 
tively low cost of roofing and shingles made by the 
company, suggest that volume and profits may trend 
upwards to record proportions when construction of 
houses gets well under way. Meantime, repair work 
long deferred during war years should support de- 
mand at a very satisfactory level. 

Sales in 1945 of $30.7 million were $2 million 
above the previous year and in 1946 may set a new 
record. Ruberoid’s 1945 balance sheet discloses a 
very strong financial status, current assets of over 
$10 million comparing with only $1.2 million oi 
current liabilities. Not only is this concern free 
from bank debt but it has neither funded obligations 
or preferred stock ahead of its outstanding 397,806 
shares. After allowance for $818,000 excess profits 
taxes in 1945, net profit for the year came to $823,- 
000 so that, other things equal, 1946 net couid 
rather easily double, with tax relief now in effect. 
On a per share basis, 1945 net earnings appeared 
as $2.07 and dividends paid were $1.25. In first 
quarter of this year, net equal to 57 cents a share 
compares with 39 cents reported a year ago. At 
the current regular rate of 25 cents per share quar- 
terly, along with a usual year-end extra of 25 cents, 
the yield at a recent price of 53 is about 2.4%, but 
better distributions are not unlikely. The shares 
sold at a low of 33 last year and the recent price 
is a high mark. 


Union Bag and Paper 


The largest producer of paper bags in the coun- 
try is Union Bag & Paper Co., accounting for about 
a fifth of all domestic sales of this commodity. Ad- 
ditionally, the company makes kraft container 





UNION BAG & PAPER CORP. 
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PFIZER (Charles) & CO. 
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board, wrapping paper, multi-wall sacks and other 
similar specialties, such as waterproof paper sheet- 
ing used in concrete work and construction activi- 
ties. Well integrated facilities, including timber 
holdings and modern pulp mills, contribute impor- 
tantly to Union Bag’s operating success in the 
manufacture of its products. 


From a level of $6.4 million in 1932, volume has 
shown consistent gains to a peak of $41.3 million in 
1945 and chances seem good that further records 
may be in the making. During the same period, 
net worth expanded from $5.39 million to above 
$17 million. Working capital of $7.3 million is 
also at a record level. Despite provisions for $4 
million excess profit taxes in 1945, net earnings 
came to $1.64 million last year, permitting a dis- 








ploits, and as activity increases throughout the 
country in the near term its volume and profits are 
likely to expand in a gratifying manner. 






Sales in 1945 of $27.5 million showed substantial 
improvement over $24.4 million in 1944, and as re- 
conversion problems for the company have been 
practically nil, it has been possible to meet all de- 
mand smoothly. As the business is highly mechan- 
ized, the factor of wage costs is not very significant. 
Net earnings reported for 1945 were about $1.85 
million, equal to $1.24 per share, compared with 
$1.56 for 1944. But 1945 earnings were charged 
with some $1.1 million for accelerated amortization 
and $300,000 for contingency reserves, while ex- 
cess profits took a tremendous toll of $5.5 million. 
Earnings in 1946, therefore should show marked 

































































tribution of 85 cents per share, against 75 cents in improvement. Sales in the first three months of this 
1944 and 30 cents in 1943. With good business in year rose nearly $4 million from the level of a year 
sight and with profit margins widened by tax re- ago and net income, before taxes, was $4.6 million 
lief, further liberality to shareholders may become compared with $2.8 million last year. Taxes were 
possible by the year-end. Although first quarter sales about $500,000 lower this year and net available 
this year were about $1.5 million under last year, net for 1,470,000 shares was equal to $1.94 as against 
income of $956,820 was equal to 75 cents a share $1.10 a share in the first quarter of 1945. At the So™ 
comparing with $538,637, or 42 cents a share a year present time the shares have little appeal for income ar 
ago. Taxes in the current period were lower by some _ but this is offset by the strong growth potential. ae 
$1,215,000. At a recent price of 84 the current yield ‘The quarterly dividend rate was raised to 25 cents hi 
is about 2.5%, indicating considerable optimism per share in March. Recent price for the shares is is see 
over future potentials. — with a 1945-46 range of high—671,, ay 
ow—1914. 
Charles Pfizer & Co. see 
Charles Pfizer & Co., for more than 45 years past en Se eames Un 
showing consistent prosperity, appears to enjoy Another strongly situated specialist in the chemi- | ©og 
both a near-term and longer term outlook of above-  ¢q] field is National Oil Products Co. For decades | PYo™ 
average promise. In late years this concern has be- past the net earnings and dividends of this concern | '®4 
come the world’s largest producer of penicillin, and have exhibited marked stability, and with near term the 1 
as 4 manufacturer of fine organic chemicals for prospects pointing to a steady uptrend in volume, be i 2 
medicinal, pharmaceutical and industrials uses the chances for improved profits are well indicated. — 
company has long held an enviable position. Spe- About 60% of National’s sales are highly specialized |.” 
cial acids, salts and drugs of great value in the chemical compounds, numbering about 400, in con- | = 
chemical field have been developed and produced, stant demand by 35 industries, including paint, tex- a oO 
often by exclusive processes. During a consistent tile, leather and rubber makers. Soluble and water- yeh: 
growth since 1900, Pfizer has become strongly en- insoluble soaps, along with products derived from i 
trenched in the highly specialized field which it ex- fats and oils account for (Please turn to page 174) oe 
ferre 
U. S. PLYWOOD CORP. NATIONAL OIL PRODUCTS CO. hold 
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eerenes NEW is about to be added to the vast 
array of legal do’s and don’ts that inject an ele- 
ment of mystery in railroad securities. The rules 
and regulations governing railroad reorganizations 
which never have satisfied all conflicting interests 
apparently are soon to be re,’ ~4 again. ‘Such peri- 
odic alterations always presen. wportunities for 
bold traders to profit by fluctuations in underlying 
values. 

Unless more urgent legislation takes precedence, 
Congress is scheduled to approve a_ bill which 
promises to change the present status of several rail- 
roads now undergoing reorganization. Almost at 
the last hour when all seemed lost, a way appears to 
be opening to salvage a few crumbs for disillusioned 
stockholders of bankrupt carriers. The Wheeler 
Bill, to which reference is made, has been approved 
in committee and awaits Senate ratification. The 
outlook seems reasonably favorable for enactment of 
the measure before the summer recess. 

This is a surprising development when it is re- 

called that as recently as a year or two ago little 
hope was held out for consideration of either pre- 
ferred or common holders of bankrupt roads. Stocks 
were regarded as worthless and thousands of stock- 
holders registered tax losses in them either through 
actual sales or through filing reports with the Treas- 
ury. As a matter of fact, Treasury rulings have 
specified certain of these stocks as worthless for tax 
purposes. 

On the other hand, it is not particularly surprising 
that Congress should undertake revision of outmoded 
rules and. regulations governing railroad reorganiza- 
tion. Agitation for action in behalf of long suffer- 
ing stockholders (and, incidentally, agile ‘specula- 
tors) has been persistent ever since it became ap- 
parent early in the war that railroads were headed 
for a period of prosperity. Moreover, it is not un- 
usual for Congress to interest itself in a situation 
such as this where so many millions of dollars are 
involved. 
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When it is remembered that no important railroad 
legislation has received Congressional approval in 
several years without the acquiescence and support 
of Senator Burton K. Wheeler of Montana — re- 
garded as the outstanding railroad authority in 
Congress—the pending bill bearing the Senator’s 
OK deserves respectful consideration. 

Because of its unquestionably strong sponsorship, 
the Wheeler Bill already has roused considerable 
speculative interest. Buying for potential apprecia- 
tion has converged upon junior bonds and supposed- 
ly valueless preferred and common stocks. Prices 
of some issues have advanced substantially in antici- 
pation of eventual agreement on the liberal Wheeler 
formula. Hope of higher prices in junior securities 
is based largely on the belief that old capitalizations 
will be reestablished and that terms of reorganiza- 
tion will be modified in favor of the junior bond- 
holders and stockholders. Observers foresee a trend 
of events somewhat as follows: 

Removal of trustees and restoration of properties 
to former managements immediately saves old stocks 
from extinguishment. Regardless of whether they 
have any intrinsic value, they become evidences of 
ownership in going concerns and as such probably 
are entitled to at least modest appraisal. Junior 
bonds thus become more attractive because of the 
possibility that old managements may decide to utilize 
surplus cash to eliminate debt. It has been indicated 
that debt retirement programs might be concen- 
trated on junior bonds which sell at substantial dis- 
counts. For example, with each $1,000 of cash, 
managements might purchase and _ retire between 
$2 000 and $3, 000 of junior obligations. Preferred 
and common stocks naturally would benefit from 
such debt reduction and at least would have the hope 
of participation in capital adjustments. Holders of 
such stocks probably could not hope to avoid a 
scaling down of their investment, but they might 
look forward to something more than simply an op- 
tion to buy new common stock. 
































































Status of Receivership Railroads 


working capital. 
Holders of obligations of 





railroads in reorganization 





COMMENT 


should watch closely devel- 








Chic., Mil., St. Paul & Pacific....Reorganization of the Milwaukee was approved in 1945 and 
new securities have been issued. Despite the fact that ex- 
perts see little prospect of upsetting the plan, the old 
stocks still are traded over the counter in small fractions. 


opments in this situation. If 
the bill as finally adopted 


takes the form that now 





Chic., Rock Island & Pacific.......Legal processes have stalled in the case of Rock Island in 
spite of the fact that all but two of creditor groups have 
approved the plan. Indications are that final court approval 
will be deferred until the legislative outlook clears. 


seems likely, indications are 
that the position of senior 
bonds will be less favorable 
than formerly. The policy 





tion regarded as unlikely. 


DREOOUIE RMCIIG  scecccuomrnszpueoesrsossensete Further extensive delay indicated in MOP reorganization 
because of repeated opposition to all plans. Early clarifica- 


followed by some trustees in 
endeavoring t o retire such 
senior bonds apparently 





N. Y., N. H., & Hartford.............. Outlook for agreement in this case remains unpromising. 
Repeated delays appear to have prevented any settlement. 
Observers now expect old capitalization to be revived. 


will be abandoned. More- 


over, senior bondholders 














formulation of definite plan. 


of more traffic. 


N. Y., Ont. & Western..............00.. Relatively unpromising outlook for earnings has delayed 
Prolonged delay now indi- 
cated with indications of little action pending development 


may be asked to make con- 
cessions in voluntary reor- 
ganizations in order to ac- 
commodate greater de- 





St. Louis, San Francisco.............. 


action on new securities. 


ICC order authorizing issuance of new securities is being 
awaited now that District Court confirmaton has been up- 
held but prospect of new legislation may delay indefinitely 


mands likely to be made by 
junior bondholders and old 
stockholders. The possibil- 





| St. Louis Southwestern................... Settlement of this case has been delayed by litigation as 
well as by lack of agreement on satisfactory terms. This 
case is another that undoubtedly awaits enactment of new 


ity of restoration of value 
in old Missouri Pacific 
stocks should prove inter- 





value indicated for old stocks. 


of new securities is anticipated this year. Progress ap- 
parently has gone too far to be reversed. Little salvage 


ssa esting to the Alleghany 
Seaboard Airlines 0.0.0... .Reorganization has virtually been completed and issuance Corp. which holds control 


of MOP through its sub- 
stantial investments that 





Western Pacific 





ss cash sSeausvessopsonenseeen Reorganization has been completed and new securities have 
been issued. Chances of reversing the process regarded as 
small. Old stocks still are traded in small fractions. 


seemed headed for serious 

















dilution. 
Enactment of pending 
legislation — the Wheeler 





The Wheeler Bill which is expected to take prece- 
dence in final legislation is not all inclusive. It speci- 
fically exempts roads in equity receivership (Sea- 
board Airline) and omits roads which had gross op- 
erating income of less than $50 million in any of the 
three years 1942-1944. Thus the six systems which 
would be affected are: Denver & Rio Grande West- 
ern, Missouri Pacific (and subsidiaries), New York, 
New Haven & Hartford, Chicago, Rock Island & 
Pacific, St. Louis- San Francisco and St. Louis 
Southwestern. 


One of the objectives of the legislation is to ac- 
celerate reorganizations. Procedures followed in re- 
cent years have been generally unsatisfactory. Pro- 
longed delays have discouraged holders of senior 
securities and have not entirely satisfied objectors 
owning junior securities protesting at being frozen 
out. In the interest of more prompt action, the 
Wheeler Bill proposes that debtor companies must 
file new reorganization plans within six months after 
they regain control of properties. If no agreement 
can be reached among various security groups within 
a year after filing of any plan then the Interstate 
Commerce Commission would be empowered to enter 
the picture and formulate its own program. In con- 
trast with previous legislation, the Wheeler Bill spe- 
cifically instructs the ICC to take into consideration 
factors that affected values during the war, such as 
debt retirement and substantial improvement in 
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Bill in the Senate and the 
Reed Bill in the House—would lead to immediate 
discontinuance of all pending reorganization pro- 
ceedings involving roads mentioned above. Proper- 
ties would revert to debtor managements, relieving 
trustees of their duties. Negotiations then would be- 
gin in an effort to agree upon a new plan of reorgan- 
ization acceptable to two-thirds of each class of 
security owners. In event consent of two thirds of 
holders of any particular class of securities appeared 
unobtainable, the ICC would have authority under 
the Wheeler Bill to approve a plan if there were 
more than 51 per cent of assents to terms provided 
the commission felt satisfied such decision was in the 
interest of the majority. 

The major element of doubt at the moment is 
whether rush of more urgent legislation will permit 
the Senate to push through Mr. Wheeler’s proposal. 
Indications are reasonably favorable for the Reed 
Bill, which seems to have the inside track over The 
Hobbs Bill in the House. It is thought that if the 
two measures should pass, conference committees 
might accept the main features of the Wheeler ver- 
sion and little if any of the Reed Bill. Unless the 
measures are adopted, however, prices of junior 
securities of reorganized rails may meet with sharp 
reversals in value. 

Appended is a tabulation of the principal railroads 
still in a receivership status, together with a brief 
conclusion as to the prospects for reorganization. 
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Over a long period it has been found installment buyers are excellent credit risks, resulting in small losses to fi e comp 
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Commercial Credit vs. C. I. T. Financial 


— A Comparative Audit 





By FRANK R. WALTERS 


ROWTH OF BOTH Commercial Credit Company 
G and C.I.T. Financial Corporation from a mod- 
est start several decades ago to a point where net 
resources approached or topped a hundred million 
dollars and volume achievements reached a billion 
dollars or more, is attributable largely to successful 
development of lending policies for many years 
not adopted by the regular commercial banks. Since 
time immemorial deposit bankers had tended to re- 
strict loans to unsecured paper of strong borrowers, 
to advances upon commodities or on listed securities, 
aside, of course, from mortgage loans. This left a 
broad opening for financing the requirements of 
manufacturers, wholesalers, retailers, down to the 
level of individual buyers, through the purchase of 
receivables, or of installment paper secured by liens 
on consumer goods, and the two concerns under 
discussion devised ways of exploiting their oppor- 
tunity on a consistently profitable basis. 

In order to assure safety in lending to the spe- 
cialized fields mentioned, finance companies from 
the first have taken precautions not only to examine 
credit risks with an eagle eye, but to bolster them 
with one or more additional potentials for getting 
their money back if the borrower for any reason 
failed to live up to his promises. In this process a 
naturally wide diversification in practice and policies 
has developed, requiring complex methods, trained 
experience which only time could supply, and na- 
tionwide facilities to obtain and service a growing 
business. In the purchase of receivables from manu- 
facturers and dealers, depending upon the credit 
standing of the borrower, a deal may be made with- 
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out the cognizance of the seller’s customer or his 
endorsement on the paper obtained, as the case may 
be. ‘In other instances, warehouse recipts for vari- 
ous goods are supplied as collateral, covered by fire 
and sometimes credit insurance. And when it comes 
to the financing of individuals buying automobiles, 
radios, etc., protection is afforded by a lien on the 
product and by insurance of every desired descrip- 
tion. 

As a result of these manifold precautions, losses 
have been remarkably low considering the large 
volume of business handled along different lines, 
although in pre-war years the special nature of 
the accommodation offered resulted in above-average 
profit margins. Fact is, as has been rapidly dawn- 
ing upon the most conservative banking institutions, 
that once a business deal has passed the dickering 
stage and has been signed up on the dotted line, 
chances that the goods may have to be repossessed 
are slim. Loans granted to accelerate a trade, ac- 
cordingly, are fairly certain of repayment. And as 
for the individual who signs a time payment note, 
secured or not by liens upon the products he buys, 
experience has taught that both character and ex- 
pediency make him one of the most dependable of 
borrowers. 

To integrate their operations and to achieve an 
important measure of diversification, both C.I.T. 
and Commercial Credit have adopted similar policies 
in acquiring established insurance companies. By 
these steps, it became possible not only to build up a 
well rounded service to customers availing them- 
selves of their services but to boost and stabilize 
company revenues as well. Particularly in the auto- 
motive field, from which in normal times the most 
profitable business is secured, has the insurance fac- 
tor proved of benefit in tying into the picture im- 
portant distributors of cars, by means of profit- 
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sharing arrangements. The practice of both con- 
cerns has been to set aside on their books for dealers 
a stated percentage of premiums received from in- 
surance they sell, the reserves thus set up also serv- 
ing as a guaranty that receivables purchased from 
car distributors by the companies will be fully 
liquidated. The process is a clever one all around; 
the dealer increases his car sales by ability to pro- 
vide insurance coverage of all kinds, swelling profits 
tor both parties, while the finance companies in ef- 
fect insure themselves against bad debts. 

In addition to activities in the insurance field both 
C.I.T. and Commercial Credit apparently saw eye 
to eye when War ITI broke out in using their huge 
resources to branch out into various manufacturing 
fields, wisely foreseeing a major decline in their 
normal sources of revenue. Just how the two con- 
cerns expanded their operations along these lines, 
and how fortunate were the results, will be discussed 
in more detail a little later on. We touch on the 
matter here, because when the abrupt cessation of 
civilian automobile production drastically shrank 
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potentials for buying car paper after Pear| 
Harbor, it is interesting to note how income of 


both concerns derived from insurance and 
manufacturing activities served to sustain earn- 
ings on a satisfactory level. 

With the foregoing general outline of how 
these two strong competitors operate, we will 
now examine their respective physical set-ups 
somewhat more closely. Let’s take C.I.T. first, 
if only because it is the larger of the two. To 
expand its activities in the automobile financ- 
‘ing field in the early 1930’s, this concern ac- 
quired the Universal Credit Co., which origi- 
nally dealt with all Ford distributors, thus 
building a huge volume of business in this 
area. At a later date the name of this subsid- 
lary was changed to Universal C.I.T. Credit 
Corp. and its service extended to many impor- 
tant manufacturers of cars and trucks, includ- 
ing Studebaker, Nash, Hudson, White and 
Diamond 'T’. In Canada the company’s busi- 
ness has been handled for years by the wholly owned 
Canadian Acceptance ens, Ltd. Branch 
offices now numbering about 270 are maintained all 
over the United States and Canada and in 1946 
C.I.T. plans to establish a good many more. 

C.I.T. does a very large business in cotton fac- 
toring, as a result of entire ownership of three long 
established concerns in this profitable field, William 
Iselin & Co., Inc., Commercial Factors Corp. and 
Meinhard, Greef & Co., Inc. And to round out the 
picture further, purchase by C.I.T. of National 
Surety Corp. in 1936 for $11.5 million proved par- 
ticularly beneficial. Indeed, total net earnings of 
this subsidiary during the past six years alone have 
exceeded the original purchase price paid. Finally, 
manufacturing activities of C.I.T. are centered in 
a wholly owned subsidiary, First Industrial Cor- 
poration, formed to absorb Holtzer-Cabot Electric 
Corporation and Micro Switch Corp. in 1944. 

To support all of these activities and to acquire 
and carry a volume of instalment paper and receiv- 
ables which reached a record peak of more than $1.6 
billion in 1941 obviously requires not only 
ample working capital but large-scale borrow- 
ing power. To this end, by retention of partial 
net earnings in the business throughout past 
years and by important financing C.I.T. has 
some $108 million of working capital at its 
command. Additionally its credit position is 
so strong and so well regarded by banks all 
over the country that its needs are readily sup- 
plied in the form of short term loans at mini- 
mum rates, and in almost unlimited amounts. 
At the end of 1945, for example, C.I.T. had 
outstanding $20 aiden of 114% notes due 
in 1947, while shorter term borrowings of 
$44.5 million probably were discounted as 
prime commercial paper at a rate under 1%. 
Due to abnormally low holdings of receivables 
compared with immediate prewar years, total 
assets of this kind being only about 118 mil- 
lion as of the 1945 year end, the current asset 
position of C.I.T. in relation to current lia- 
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bilities is better than 2 for 1; its holdings of cash 
and marketable securities alone exceed $94 million. 

Earnings of finance companies from instalment 
paper entail much narrower profit margins than in 
prewar, When a nominal 6% charge (in reality 
more like 11%) was in vogue, but as partial offset 
the spread between 3% or 4% now charged custom- 
ers and the very low rate at which bank loans or 
capital funds can be secured is interesting to con- 
sider. As a result of preferred stock retirements in 
past years, C.I.T. now has a one-class capitalization 
of about 3.58 million shares outstanding, to which 
all net earnings accrue. Consistency of earnings 
and dividends is shown by a long unbroken record 
of distributions ranging from $1.07 per share to 
as high as $5, the rate trending down slightly to 
$2 per share in 1945. 


Earnings Compared 


As reported net earnings by C.I.T. for 1945 of 
$5.77 million equalled only $1.61 per share, low- 
est since 1930, and included undistributed net in- 
come of subsidiaries not consolidated, it is important 
to study the sources from which they came and the 
shifting trends which are now in the making. To 
show an operating profit of $1.4 million in the ab- 
normal 1945 year, it was necessary to charge $980,- 
000 of postwar development expenses incurred to 
reserves previously established rather than against 
operating income. At that, combined volume of the 
factoring subsidiaries reached an all time peak of 
$614 million, in fact a valuable offset to scant pur- 
chases of automobile paper. But more importantly 
bolstering earnings, the insurance company subsidi- 
aries came to the rescue with $1.7 million of profits 
earned by security profits taken, atop liberal earn- 
ings from premiums received. Additionally, the 
manufacturing division of C.I.T. added $772,000 
to the parent company’s revenues. While some of 
these contributions to the 1945 showing may be 
non-recurring items, they point to the value of wisely 
established diversification. Interim earnings for the 
first 1946 quarter, however, are reported as equal 
to only 15 cents per share against a relative 40 
cents in 1945. 

Commercial Credit Company, like its larger com- 
petitor, C.1.T., has the advantage of more than 30 
years’ experience in its field, and in general set-up 
is closely similar, too. Through subsidiaries the 
company maintains 242 branch offices in the United 
States and Canada, financing wholesale purchases 
by manufacturers, distributors and dealers, as well 
as their retail sales of automobiles and other dur- 
ables sold on the instalment plan. For the handling 
of its factoring business the company uses two 
wholly or nearly wholly owned subsidiaries, Textile 
Banking Co., Inc., and Edmund Wright Ginsberg 
Corp. Activities of Commercial Credit in the in- 
surance field are rather more diversified than in the 
case of C.I.T., for almost wholly owned are the 
American Credit Indemnity Co., Calvert Fire In- 
surance Co., Pennsylvania Casualty Co., and three 
other less well-known insurance concerns. Fire, 
casualty, health, automobile, accident and workmen’s 
compensation policies written by these units bring in 
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substantial revenues. As for manufacturing inter- 
ests, the company owns no less than eight concerns 
in diverse fields, including a pork packer, makers 
of instruments, plastics, machine tools and heavy 
machinery, mill equipment and printing machinery. 

Commercial Credit Co. is strongly financed with 
$25 million of 3.60% preferred stock and 1.84 mil- 
lion shares of common stock. By calling $30 mil- 
lion of 244% ten-year notes last fall, the company 
freed itself of funded debt and gained a substantial 
saving in interest charges by borrowing at very low 
rates on short term paper from its extensive bank- 
ing connections. Net current assets of about $73 
million at the end of 1945 are ample for the com- 
pany’s needs and represent an all-time peak. Hold- 
ings of cash and Government bonds total $53.9 mil- 
lion alone. As for liquid resources in relation to 
volume of business, Commercial Credit appears to 
enjoy a near equal advantage with C.I.T., for 1945 
volume of the former totaled $526 million against 
$786 million for its competitor. 

Net earnings of Commercial Credit Co. available 
for its common stock in 1945 were reported as $5,- 
031,757, equal to $2.40 per share and like C.I.T. 
establishing a low mark for many years past. But 
unlike C.I.T., the 1945 showing of Commercial 
Credit was achieved by income from normal opera- 
tions rather than by recourse to security profits or 
bookkeeping adjustments. While a gradual decline 
in earning power during war years, due to the in- 
terruption of automobile financing, was experienced 
by both concerns, followed by a slight reduction 
in dividend payments, broader diversification by 
Commercial Credit Co. (Please turn to page 170) 











































































| Comparative Statistical Data 
| (Figures are in thousands of dollars) 
Commercial 
} CAPITALIZATION C.1.T. Finan. Credit 
| Preferred stock at market... cece $30,000 
Common share at market.................. 104,937 
Number of shares (in thousands) 1,841 
BRC NCO occ encase ccecesscgescessceesiase 57 
Total capitalization at market. 134,937 
MGR UI II pas scccatccccciicssscececsacseciexensnds ee —~é~=~=C ne 
INCOME ACCOUNT: 12/31/45 12/31/45 
WI A NN ov osccivcckicnescancedtecsatccaceese $786,446 $526,373 
CRRPOM ONE WII saves cans cccrcckccsnsssncasiscesfeareois 11,774 7,789 
Taxes 1,248 2,919 
Preferred dividend requirements................000©0 0 cs 605 
Bal for 5,778 4,426 
Pct. earned on capitalization, after taxes 4.8% 6.2% 
Earned on common, per share—1945.......... $1.61 $2.40 
do., as pet. of market price.............. 2.8% 4.2% 
1936-1944 average earnings per share...... $4.41 $4.46 
do., as pct. of market price................ 7.7% 7.8% 
SACRE CON a ccesesscecsaccceceseseese $200 $2.00 
PS RONILSA IE Coser eters eae ee 3.5% 3.5% 
BALANCE SHEET: 12/31/45 12/31/45 
Cash assets $94,274 $53,917 
Secured installment obligati 55,028 ) 94.984 
Other obligations receivable......................-- 62,700 § . 
Current assets 212,850 152,402 
Current liabilities 103,000 79,516 
Net current assets 109,850 72,886 
Investments 15,997 28,656 
IIE ies ccciatalibieniicndcnpaseichannabislanidbsigstianseeueie 235,625 187,190 
Current asset value, per share..................-- $53.58 $69.24 
Book value per share 29.32 32.85 
Net current asset value per share.............. 25.10 26.02 
Cash asset value per share.............:0:cccse0+ 26.33 29.30 
RATIOS: 
Current ratio 2.0 1.9 
Price-earning ratio 35.6 23.7 
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Opportunities... 


for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON 


HE MAGAZINE OF WALL STREET’s Index of Bond 
Prices showed the following changes for the 
period indicated : 


On On 
Apr. 20 Apr. 27 

40 Domestic Corporates 124.7 123.8 — 9 
10 High Grade Rails. mi 66 O11 
10 Second Grade Rails 292.2 2888 —3.4 
10 High Grade Utilities 111.1 111.1 
10 High Grade Industrials 104.9 104.9 Zs 
10 Foreign Governments 131.2 132.4 +41.2 


The past fortnight in the bond market was fea- 
tured by a decline of more than 214 points in the 
Victory Loan 214’s of December 15, 1967-72. From 
their high of 106 17/32 reached on April 6, last, 
at which figure the yield was 2.12%, this issue is 
now quoted on a 2.32% yield basis. The weakness 
in the Government section was reflectel elsewhere in 
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the market, particularly in the prices of several 
large refunding issues which are now from 2 to 5 
points under their original offering. 

The action of the bond market over the past two 
weeks has given rise to speculation that the end of 
the long bull market in bonds has terminated. 
History may show that the peak was reached in 
early April. Regardless, the inference that a pro- 
longed decline in bond prices is now in the making 
lacks validity. Announcement by the Federal Re- 
serve Board of the termination of the preferential 
discount rate to Member Banks on Government se- 
curities should not be interpreted as indicating any 
basic change in the Treasury’s “easy money” poli- 
clies, but the belated recognition that the original 
basis for the preferential rate—to facilitate war 
financing—no longer exists. Presumably the action 
of the Federal Reserve Board had the tacit ap- 

proval of the Treasury. 
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Available investment funds are 
greatly in excess of available issues, 
but recently large institutional and 


















































4 sa ‘ aaeewe Gnens tense sad other investors have regarded new of- 
é ‘ \ ‘ies ferings as overpriced and have been 
™ / ™ content to stand aside, awaiting a 
é ~ é more equable adjustment. Substance 
° r r is given to this reasoning by the re- 
a ee Govt 4 pes, & — cent purchase of $32 million Philip 
4 id > Morris 254% debentures at 101 to 
i es Be woot, me yield 2.55% by a large insurance 
I ae + ee, ese." sil company. A _ reasonable yield ap- 
x 40 CORPORATES Poa ee z parently is all that is required to pro- 
2 jetkoost =" * dae g vide for ready absorption of new offer- 
Or cilia ssn itil 5 ings. It is probable that long term 
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z / sacenuseilietiions » Government yields will stabilize 
4 Pp > al een : around 2.25%. Some further read- 
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: —— ae porate section, but indications of a 
3 niateaectecictanctines prolonged decline are lacking. 
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*%* SCALE AT RIGHT 


166 HERSHEY CHOCOLATE CORP. 
CUMULATIVE CONVERTIBLE PREF- 
ERENCE STOCK: Report of earnings 
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released for the first quarter of 1946 showing $2.59 
earned on the common stock as compared with $1.63 
for the same period of 1945, directs attention to 
this company’s cumulative convertible preference 
no par value stock which has had a price range on 
the New York Stock Exchange this year of: High 
14614; low 135; last 140. An initial dividend of 
$1.00 per share was paid on the convertible pref- 
erence stock on February 15, 1928, and quarterly 
thereafter to 1929, inclusive; quarterly dividends of 
$1.00 per share plus $1. 00 extra per annum have 
been paid regularly since then. It is convertible 
share for share into no par common stock, at any 
time, and conversion feature is protected against 
dilution. It is non-callable. It has preference to 
cumulative dividends of $4.00 per annum plus extra 
dividend of $1.00 a share (to be declared and set 
aside) prior to the first declaration of a dividend 
on the common stock in any year. Based on the 
$5.00 yearly dividend, the preferred stock at 140 
yields 344%. While 


the conversion feature 


On June 30, 1945, they stood at approximately 
$684,500,000. 


ARMOUR & CO. PREFERRED STOCK ARREARS: 
This company has greatly improved its financial 
status in the last few years and preferred stock- 
holders have reason to expect some compensation for 
dividend arrearages. The company’s yearly report 
for 1945 said that dividend arrearages continue to 
have the directors constant study and attention. 
Should the company capitalize its arrearages with 
additional preferred stocks under current money 
market conditions, total dividend requirements on 
the preferred might be reduced. From 1941 to 
1945, Armour & Co. reduced its funded debt and 
guaranteed preferred stock by $16,862,200, and in- 
creased its net working capital by $39,982,177 

Earlier this year, through a refunding operation, a a 
further reduction of $4 ‘million was wade i in funded 
debt. At the close of the fiscal year 1945, debt and 
guaranteed preferred 
stock represented 








has no tangible value 
at this time with the 
common stock selling 
at 80, it could become 
valuable if the com- 
pany were to maintain 
its present rate of 
earnings. 


McLELLAN STORES 
CO.: This company has 
called for redemption 
on July 8, 1946, all of 
the outstanding 5% 
cumulative convertible 
preferred stock at $110 
per share and accrued 
dividends. Each share 
is convertible into com- 
mon stock at the rate 
of four shares of com- 


Bonds: 


N. Pacific Ref. & Imp. 5's, 


Preferred Stocks: 


Sharon Steel $5 Pfd. ............ : 








Suggestions for Current Investment Funds 


Amer. & For. Pwr. Deb. 5's, 2030............ $108'/. $106 4.6%, 
Int'l. Tel. & Tel. Deb. 5's, 1955............ ; 
Lehigh Coal & Nav. S. F. 3!/y's, 1970.. 106!/2 105 3.2 
N. Eng. Gas & Elec. Ass'n. Deb. 5's, 1950 101 
“G", 2047... bbl 105* 
Pittsb'gh & West. Va. Ist 4'/2's, 1958-60 100 102 4.4 
Southern Pacific Deb. 4!/2's, 198........ 108 10 0 0=— 4.1 | 


Assoc. Dry Gods $7 2nd Pfd................ 
Baldwin Locomotive $2.10 Pfd............... 
Barker Bros. 44/2% ($50 Par) Pfd......... 55! 55 4.0 
Columbia Gas & Electric $6 Pfd........... 
Curtis Publishing $4 Prior Pfd........ 


“Stokely-Van Camp $1 Prior Pfd 


*Not prior to July 1, 1952. N.C.—Not callable. 


35.4% of total capital 
as cial with 50% 

in 1918. On April 1, 
1946, accumulated 
dividends on its $6 
cumulative convertible 
“th. 45 preferred stock 
45 amounted to $25 and 
on its 7% cumulative 


preferred stock $57.75. 


SHELL UNION OIL 
4.9%, CORP. NEW DEBEN- 
TURES: This company’s 
$125,000,000 of new 25 


Recent Call Current 
Price Price Yield 


105'/2 105 4.7 


$142 N.C. 
42 $40 5.0 


109%. 110 5.4 year 214% debentures 
76 75 (5.2 due April 1, 1971, rep- 
105 105 4.7 


resented the lar gest 
|| single industrial b o nd 
issue in American his- 
|} tory and the first indus- 





21, 21 4.6 














mon for each share of 

preferred. The right to 

convert, however, expired on April 10th and those 
who did not convert by that date, will be entitled 
only to the regular quarterly preferred dividend of 
$1.25 per share. 


BRAZILIAN DOLLAR BONDS: The recently pro- 
nounced strength in Brazilian bonds is said to be 
due to the fact that the sinking fund, provided for 
in the 1944 dollar debt adjustment plan, is in oper- 
ation. Some buying of the bonds of the various 
issues by residents of Brazil for their own invest- 
ment account is also understood to have contributed 
to the advance. As of December 31, 1945, Brazil 
had reduced its external dollar debt to less than 
$217,000,000, down from a peak of $430,000,000 
at which it stood in the 1920’s. Reflecting unusual- 
ly large export balances since 1940, Brazil gold and 
foreign exchange holdings have increased sharply. 
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trial of similar maturity 
to carry a coupon as 
low as 214%. The debentures, originally priced 
at 10114, to provide a yield to the purchaser of 
2.42% are currently quoted at 99. This issue 
was edited to the list of securities legal for invest- 
ments of savings banks in New York State and the 
proceeds will be used to retire its outstanding obliga- 
tions and to provide it with new money. 


STANDARD CAP & SEAL CORP.: This company has 
called 20,000 shares of its convertible preference 
stock for redemption on May 18, 1946 at $33 per 
share. Payment will be made at the Commercial 
National Bank & Trust Co. The conversion rights 
will expire on the day before the redemption date. 


U. S. HOFFMAN MACHINERY CORP.: This company 
has called for redemption on June Ist all of its out- 
standing 514% preferred stock at $52.50 per share. 
The right to convert the shares will terminate at the 
close of business on June 1, 1946. 
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Today the United States is in the biggest surge tages in advance. A small business is not a sine-§ “Wy,” », 

of new business enterprises that has ever taken cure, or a one-way street to prosperity and leisure. f funds ij 

° . ° . compel | 

place. There is no certain recipe for success—it may § nd. cos: 
Led by war veterans, tens of thousands of men hinge on nothing more tangible than the proprie- 

and women are embarking on a career of inde-  tor’s personality—but one thing is certain and that 

pendent enterprise, represented by a business of _ is a small business is a full-time job. It means hard veo 
their own. work coupled with the willingness and ability to cou 
Small businesses are much more important to apply one’s self with industry and diligence to af having 

the national economy than might otherwise be hundred and one details. Competence and stand: f fe, o 

suggested by our vast network of industrialization ing will come only through the patient persistence oa 

and distribution, exemplified by corporate giants. of effort. All of which is not meant to discourage tive oI 

There is still ample room for these small busi- the embryo business man. Quite the contrary, for ay. 

nesses in every community and they are entitled to be forewarned is to be forearmed. When success liar x 

to every encouragement. finally comes, it will be yours alone, the reward of f ihan y 

But a large num- your own ability and ment, | 
ber of these new en- efforts. You will!f and th 
: ¢ This Department is dedicated to serve men in building up a reserve ralu- § standi 
terprises are doomed through every known means that will create stability—bringing the com- have made “ p valu = 
to failure because of forts and joys of life—and happiness. able contribution to ou 
* It's our contribution, too, toward the firming of the foundation of : . ment, - 

lack of sie, ahaa our economy so that we will retain our status as free men and women the welfare of you scisies 
inadequate capital, in a new world. community and you ‘*"" 
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and the failure of ing this doctrine toward security and right thinking—in the schools and will be paid man) vide a 

their owners to fully universities, and in your own homes and offices. times over by the re: both o1 

explore the advan- We are happy to cooperate and serve. spect and custom of you co 
_ C. G. Wyckoff, Publisher. ae : 
tages and disadvan- your fellow citizens. f her lif 
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Answers To 
INSURANCE 


Snquiries 


By EDWIN A. MULLER 








Larger Income Desired 
Sir: 

Your article on insurance (page 715—March 16th issue) was 
most informing, and I hope you can advise on the following 
situation: 

I am seventy-five; my wife about fifty-four. We have no de- 
pendents to whom funds might be left; hence we should like to 
pass over right to our funds to some reliable trust concern that 
would continue after my decease to pay my widow an augmented 
sum, and at her decease receive the right to all our joint-funds. 
During the rest of my lifetime I should expect to receive con- 
siderably more than now received from dividends. Of course, the 
trust company could simply take my funds and pay me there- 
from such increase, but it would have to reckon with the life- 
period of my wife. Briefly, we should like increased benefit 
during life from our funds, and would assign the capital right 
to be taken over after decease df us both. Does such a trust 
company exist? Or, what alternative plan would you suggest in 
the circumstances? Though I have my birth-certificate my wife 
has not. She was originally Japanese and holds a certificate from 
her city town office wherein her birthday is given as June 20th, 
1891. As far as known the Japanese do not usually possess birth 
certificates, but documents in which this item of birth appears 
among other details of family. 

We have been advised that we run great risk of losing our 
funds if we surrender them to any company, and could not 
compel the officials to live wp to contract without taking legal 
and costly proceedings. This we could not do. 

W. Ao EE. 
Colorado Springs, Col. 


vo are making inquiry as to whether or not you 
could establish a trust with a trust company 
having the income thereof payable to you and your 
wife, or survivor, but reverting to the trust company 
on the death of the survivor. 

The only medium for accomplishing your objec- 
tive is through annuities with a life insurance com- 
pany. These contracts will accomplish precisely 
your wishes. The yield from annuities will be larger 
than you could obtain from other mediums of invest- 
ment, and you can rely on them. There is no risk 
and the incomes are guaranteed by contracts of out- 
standing life insurance companies. 

You did not mention amount available for invest- 
ment, hence I will quote figures on the basis of an 
investment of $10,000.00. 

A Joint & Survivor Immediate Annuity will pro- 
vide a Monthly Income of $38.50 payable as long as 
both or either live. To augment income on Mrs. H. 
you could purchase a Single Premium Annuity on 
her life payable to her. Each $1,000 of single 
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premium will provide $3.51 monthly to her for life. 

As previously mentioned there is no risk, legal ex- 
pense or other costs involved in establishing these 
annuity incomes. Contracts providing these incomes 
are issued by life insurance companies especially 
chartered for this purpose. 






Advice on Annuities 





Sir: 

We have been reading opinions on insurance, and annuities, in 
the Magazine of Wall Street, and since we are in the market for 
annuities we would like suggestions on the following, from a 
buyer's point of view: 






1. Husband’s Age 10...18...89. 

2. Wife’s Age FE «20.0 - 90. 

S$. A $10,000 Life (Joint) Survivorship 

j. Or what policy arrangement we will get the most out of it. 
5. It could be, immediate, or, deferred, not later than 1949, 






when Mr. V. will be 60 years old. 
6. Mr. Vs health not so good, 
7. We have no dependents. 
8. We have $9,000 in stocks and bonds, besides. 
9. Mrs. V. must be protected, and she being 10 years younger 
makes us unable to decide. 
Your unbiased opinion will be most welcome. 
é 









New York City 







































I assume that the $10,000 you mention is the 
available funds you have for investment in the 
Annuity. A $10,000 Single Premium Joint & Sur- 
vivor Annuity based on your age and your wife’s 
will provide an immediate monthly income of $31.53 
payable as long as both or either of you live. 

If you defer the income until your age 60 the 
Monthly Income would be $36.40 payable as long 
as both or either of you live. 

There is no examination required and if Mrs. V. 
survives (and statistics favor her longer life) she 
would receive an income which she could not outlive. 
Moreover the incomes are guaranteed by contracts 
of one of the larger Life Insurance Companies. 


Annuities to provide for retirement income are suf- 
ficiently flexible to meet many different personal problems. 
Photo hy Prine Galloway 











Building Your Future Income 





Where To Go for a Gl Home Loan 


By NATHANIEL M. GIFFEN, Jr. 


66 Pust wHereE vo I go to get a GI home loan... 

J does the Veterans Administration lend the 
money?” This remains a prominent question in the 
mind of the former serviceman. And, in response, 
we would like to reiterate that the Veterans Admin- 
istration does not advance home loans. It merely 
issues guarantees against loss to lenders. In fact, 
most borrowers who finance homes the GI way prob- 
ably will never consult the Veterans Administration 
on home financing matters. Most of the loan de- 
tails are processed at the ex-GI’s local lending in- 
stitution which also disburses the money. 


A handy guide to the sources of “GI Home 
Loans” is the current advertising in local news- 
papers and other popular advertising media. An 
increasing number of mortgage lenders are solicit- 
ing GI loan business aggressively and the former 
serviceman, like other home mortgage customers, 
may shop for the best bargain. The GI Bill of 
Rights only specifies “maximum terms.” Therefore, 
some institutions are lending on more liberal terms 
than others within the “maximums”. There also will 
be variations in mortgage closing costs which are 


The GI home loan is not a “standard loan" and the 
applicant is free to select the mortgagee of his choice. 


Photo by Press Association 
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not regulated by a maximum rule. Accordingly, the 
GI home loan is not exactly a “standard loan’, 
There are variations within the prescribed maximun 
terms and, of course, in the usual mortgage closing 
costs. And the ex-GI is at liberty to select the 
mortgagee who offers the best terms. 

The first GI home loan was advanced by a fed- 
eral savings and loan association. And, according 
to the Federal Home Loan Bank Administration, 
the savings and loan group has maintained that 
leadership since the granting of the first GI loan 
in late 1944. Through December 31, 1945, the Ad- 
ministration estimated that savings and loan insti- 
tutions had accounted for 85% of the home loan 
guarantees issued under the GI Bill of Rights. This 
high percentage undoubtedly was achieved to some 
extent through the nation-wide prevalence of these 
home financing institutions which are operating in 
all 48 states, District of Columbia, Alaska and the 
Territory of Hawaii. Another contributing factor 
is the fact that the GI loan is designed to fit the 
pattern of the savings and loan type of home 
financing. Nevertheless, competing institutions are 
entering the field aggressively and the GI borrower 
is free to choose the lender who offers the best 
service. 


Two Classes of Lenders 


The Veterans Administration divides lenders into 
two classes for its own purposes (1) supervised 
lenders (2) non-supervised lenders. Most of the 
lenders mentioned in the preceding paragraphs may 
be considered in the supervised class. However, the 
individual and miscellaneous lenders, who respec- 
tively recorded 24.9% and 11.7% of the mort- 
gages in 1945, represent many non-supervised 
lenders. So, ex-GI’s are confronted with a rather 
broad selection between both classes of lenders. 

It is the writer’s opinion that former servicemen 
generally will find it more satisfactory to borrow 
from a supervised lender. In the initial granting 
of the loan, the supervised lender offers faster serv- 
ice because the Veterans Administration provides 
the privilege of automatic guarantee for that type 
of mortgagee. On the other hand, the non-super- 
vised individual or organization must apply for the 
guarantee—this necessity for prior approval by the 
Veterans Administrator delays the ex-GI’s home 
loan approval. This is the first difficulty encoun- 
tered in borrowing from a non-supervised lender. 

There also are other advantages (too broad to 
relate here) besides speed (Please turn to page 174) 
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By WILLIAM A. HOWELL 


he THOUSANDS OF VETERANS eager to avail 
themselves of the privileges of the G.I. Bill 
of Rights and set themselves up in a business of 
their own, many cities have devised plans to assist 
the ex-G.I. in obtaining loans. Businessmen are 
donating their services, advising veterans of the pit- 
falls in a small business and briefing them in the re- 
quired qualifications. 

One of the most successful of these plans is in 
operation in Philadelphia. Under the name, Phila- 
delphia Agency for Business Loans to Servicemen, 
Inc., 32 banks have banded together and guaranteed 
a reserve fund of $10,000,000 to finance “every eli- 
gible veteran who wants to start his own business.” 
The Agency is established in one central office, where 
the veteran is interviewed, advised, files his applica- 
tion and receives his loan. This eliminates a lot of 
futile scurrying around, from one place to another. 


Not all of the veterans who visit the Agency receive 
loans. Many are only seeking advice and informa- 
tion and this, of course, is made available to them 
without cost. If the Agency does not feel that the 
veteran has enough experience or is otherwise not 
fully qualified to undertake the venture of his choice, 
he is told what he must do and what steps he can 
take to insure the success of his business. <A lot of 
veterans who have been advised to return to school 
for refresher courses or apprentice themselves with 
a business such as they want to establish, will return 
later, ready, and better fitted, to get their loan and 
undertake théir new business. 


Once the loan has been approved and the veteran 
has started his business career, the Agency does not 
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lose interest in him but pays him regular visits, 
checking progress and offering advice and assist- 
ance. In this way they are rendering a timely and 
useful service, which is bound to gain invaluable 
good will for the organization. 

The applicant for a GI business loan should bear 
in mind that the banks are more than willing, in 
fact eager, to grant the application. But their 
eagerness does not transcend their sound business 
sense. They do not want to lose their money, nor 
do they want the veteran to lose his. Turning down 
an application, therefore, may well be a blessing in 
disguise. No group of businessmen is more qualified 
to advise the veteran on the wisdom of his proposed 
venture and the chances of his success than the offi- 
cials of a local bank. They are in close touch with 
all of the business affairs of a community; they are 
anxious to see new businesses in the community; and 
it is to their interest to encourage prospective GI 
business men, but not to mislead him. 















































A national vocational research agency recently 
pointed out that some 6,000 ex-servicemen were 
planning to open businesses in the auto accessory 
and tire fields. In 1940 there were 18,000 such 
stores and the number declined only 900 in the first 
three years of war. As the agency observes, the 
ability of these fields to absorb profitably so many 
new units is highly questionable. This is the sort of 
data which may be unknown to the average veteran, 
but which he can readily learn by the simple expedi- 
ent of consulting his bank or other local assistance 
bureaus. 


Banks, alive to their responsibilities and opportunities, 
stand ready and willing to help new businesses. 
Photo by INP 
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Taking Stock 

The market has now put one- 
third of 1946 behind it, and so 
far February has been the only 
poor month. On the other hand, 
the average stock today is about 
where it was three months ago. 
That is to say, the composite av- 
erage has done little more than 
make up the February decline and 
recently has been “treading 
water.” However, it could be ar- 
gued that this is good enough, in 
the face of the coal strike and 
temporary unsettlement (the first 
in a long time) in the high-grade 
bond market. A market which 
does not go down on the kind of 
news we have been having recent- 
ly will probably go up when the 
news gets better, as it will in due 
time. On the record, some time 
in May seems a good time for se- 
lective buying. The traditional 


. 


‘summer rise” has bettered clos- 
ing May levels in 42 of the last 
49 years, 21 of the last 22 years, 
15 of the last 15 years. In bull- 
market years (and we assume this 
is one) there has never been a 
miss. That makes it simple—ex- 
cept for a few questions such as: 
Will May itself bring some reac- 
tion? Will the summer move be 
large and broad? Or will it be 
small and selective? Having no 
crystal ball, this column will 
merely say it has a notion that a 
better market is not far off, and 
that meanwhile it doubts that the 
set-backs will amount to much. 


One Man's Meat 


One man’s meat, according to 
the old saying, may be another 
3 . ry “ . 
man’s poison. ‘Twisting that 
around, high and rising wages are 
hampering some industries on the 











Increases Shown In Recent Earnings Report 


Latest Year 
| Period Ago 
American Lt. & Traction & subs. Year Dec. 31 $1.48 $1.40 
Black & Decker Mfg....... 6 mos. Mar. 31 2.14 1.31 
Carpenter Steel ar. 31 quar. es 1.08 83 
Deisel-Wemmer-Gilbert at, siequar. .....:.:. 50 .38 
Dixie Cup eet ee, ee cee 12 mos. Mar, 31.. Fy beg 2.44 
Eagle-Picher Co. Feb. 28 quar. fae 50 40 
PRRCNT EMSS. oo ocbscioeebotisenseasscscannsiioe) beeen as Bee Og 1.95 
Standard Oil of Ohio... en. Mar. 31 quar. 4 .67 52 
Twentieth-Century-Fox Film .................- Der 2ianiars. «00.50.55 2.31 1.44 
Wate RO RMOMPNCINN coi s5s covscisspdesssecctooresesscate | Bimossaar: 31> .s..<0.5<: 2.35 1.82 
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cost side, booming others on the 
purchasing power side. Notable 
examples of the first class are steel 
and railroads; of the second, mov- 
ies, liquor and retail trade. In 
the “light lines” generally profits 
are running far ahead of rising 
costs. On the whole, profit diver- 
gences are still dictating market 
divergences. There are, of course, 
exceptions, but they only prove 
the rule. 


Capital Goods 


Consumer-goods stocks have 
paced the bull market. Because 
capital-goods stocks are relatively 
behind the market, and because 
they traditionally have been the 
leaders in the last phases of a 
major rise, many analysts figure 
that they ought to be, in general, 
the best speculative bets from here 
on. It is a plausible theory, but 
whether logical this time is some- 
thing else. The profit gains of 
the heavy industries have been 
relatively most emphatic in_ the 
final stage of the business cycle in 
the past. Perhaps that will again 
be true. But it is not guaranteed. 
“Purchasing power” has become 
a national fetish, with the full 
force of politics behind it. What 
if the relative benefits continue 
greatest for the consumer-goods 
industries, and the relative costs 
greater for the heavy industries? 
It could be. 
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Raise Your Sights 

Beginning many months ago, 
this department presented some 
projections of 1946 retail trade 
earnings which seemed so good 
they were perhaps hard to believe. 
It now appears that in probably 
every case they will prove to have 
been too conservative. Gains in 
dollar volume are larger than we 
had allowed for — spectacularly 
large. There is scant reason to 
doubt that general merchandise 
yolume will run at least 20% 
over 1945. That will not only 
maintain excellent operating mar- 
gins, but perhaps even widen 
them. The few first-quarter profit 
statements which have been issued 
are the proof of the pudding. 
Without any allowance for seas- 
onal factor (the first quarter nor- 
mally provides much less than 
one-fourth of annual earnings) 


















on the f Marshall Field in that period 
‘otable § profited at a rate of $7 for the 
re steel F year, Montgomery Ward at 
l, mov- § $10.40. Allowing for the big final 
e. In quarter, this suggests $8 or more 
profits f for Marshall Field, perhaps $12 
rising for more for Montgomery Ward. 
diver- f These are representative samples. 
narket f Many others will have propor- 
course, f tionately good results. We know 
prove — that these have to be figured, and 
priced, as abnormal, non-recur- 
rent earnings to an important ex- 
tent. Nevertheless, they are so 
— good that we question whether the 
lave A 
market popularity of trade stocks 
cca’ Phas reached its apex. In tl 
tively § MS reached its apex n the 
sill months just ahead they may well 
; continue to confound the pre- 
en the sg Teen ne ae Sa 
eth mature bears on merchandising. 
figure — Speaking of Stores 
eneral,¥ ‘The fortunes of most merchan- 
m here § dising companies fluctuate closely 
y, but Fin line with the ebb and flow of 
some-fthe national income. Lerner 
ins of § Stores, a smartly managed chain 
> been fof 181 outlets specializing in 
in the f women’s popular-price apparel, is 
ycle infione of the minority which has 
againf shown, and is showing, true 
teed. f growth. Sales were slightly larger 
recome f the depression year 1932 than 
e fullfn 1929. By 1939 they had doub- 
What f led over 1929. This year they'll 
ntinuef probably be not less than $100 
-goods§ million, or about two and a half 
» costs f times the 1939 figure and over five 
stries? f times that of 1929. Few can come 
even close to this record. A new 
departure of promise is the addi- 
FREET 
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tion of children’s departments. 
This has already been done in 35 
stores, and the number will more 
than double this year. At present 
it is planned to open about 30 new 
stores, roughly half of them this 
year. The 1946 earning power 
should be around $5 per share 
and the dividend ($1.0614) last 
year might be $2. The stock is 
now around 4014. Whether that 
is “reasonable” depends on how 
you look at it. The issue sold as 
low as 1714 even so recently as 
last year (8 in 1943 and 6 in 
1942.) But to this column’s eye 
the profits of a growth company 
are worth more than those of 
others. On that basis, at about 8 
times current earnings, we rather 
like Lerner. As a contrasting ex- 
ample, the more highly-touted 
Macy has had a sales gain since 
1929 which is less than the per- 
centage increment in national in- 
come, and has yet to match its 
1929 earnings, though it prob- 
ably will do so this year for the 
first time. 


What Did It? 


Some say the recent hesitation 
in the general market has been 
due to the upset in the Govern- 
ment bond market. Others blame 
the coal strike. In this “who 
dunnit” mystery, if it is a mys- 
tery, the circumstantial evidence, 
we think, points mainly to the 
coal strike. Stocks most respon- 
sive to yield factors, and therefore 
to money-market considerations, 
have held up notably well. Ex- 
amples are operating utilities and 
stable-income dividend-payers in 
general. Stocks which have been 
most laggard, or hesitant, include 
steels, rails, autos and most of the 
equipment lines. They have slight 


relation to the money-market, but 
will be hurt by the coal strike— 
not that this is their only current 
headache. “Money - market” 
stocks, to the limited extent that 
any equity can be so called, are 
saying that the adjustment in the 
bond market is “technical,” and 
that while long-term interest rates 
probably have hit bottom, cheap 
money is here to stay for an in- 
definite time to come. The mar- 
gin between Government concern 
about credit inflation and Govern- 
ment concern about instability in 
Treasury bonds will be seen to be 
a rather narrow one. If any one 
doubts that the “authorities” can 
boss the interest rate, and stop the 
Treasury bond decline where they 
choose, we are surprised at such 
naivete. 
First Quarter Earnings 

Previous concern about first 
quarter earnings, and market re- 
sponse thereto, appears to have 
been not too well-founded. To be 
sure, the reports are uncommonly 
mixed, as was fully expected, but 
aggregate earnings of listed com- 
panies have been around 10% 
more than in the first quarter of 
1945, judging by a large number 
of samples. (This in the face of 
record strike-losses of produc- 
tion.) Few stocks have sold off on 
publication of poor earnings. 
More have advanced on good 
earnings news. Evidently invest- 
ors, by and large, are still inclined 
to look on the bright side. Prob- 
ably they dre right. Poor earn- 
ings in most cases, though not all, 
are no doubt temporary. 


Building Prospect 
Despite all the bottlenecks, 
building is forging ahead. Con- 
(Please turn to page 179) 











Declines Shown in Recent Earnings Reports | 
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Latest Year 

Period Ago 
Checker Cab Mfg. ._Mar. 31 quar. def.$.23 $.04 | 
Chrysler hace ..Mar. 31 quar. def. .19 1.86 | 
Diamond T Motor Car . Mar. 31 quar. 46 1.42 
General Motors .... ..Mar. 31) quar. ........ def. .87 1.09 | 
Houston Oil Mar. 31 quar. 5l 60 | 
Interchemical Corp. Mar. 31 quar. . 52 .66 
Lily-Tulip Cup. ...... Mar. 31 quar. .80 91 | 
National Steel Corp. Mar. 31) quel. ; 94 1.55 
Seaboard Oil Co. ... sessseveeseeeee. Mar. 310 quar. .32 .60 | 
Tide Water Ass'd Oil... cece Mar. 31 quar. ........ 54 59 | 

def—deficit. 
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The Personal Service Department of THe Macazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. ‘This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Mojud Hosiery Co., Inc. 


I would appreciate information on 


Mojud Hosiery Co., Inc. 
—G.W., Pittsburgh, Pa. 
Mojud Hosiery Co., Inc. was 
incorporated in Delaware in 1928 
as Mock, Judson, Voehringer 
Co., present name adopted in 
September 1944. Company 
manufactures and distributes 
through approximately 6000 re- 
tailers, ladies full fashion hosiery 
under trademark “*Mojud.” Capi- 
talization consists of 29,468 
shares of 5% cumulative pre- 
ferred, par $50.00, and 265,212 
shares of common stock outstand- 
ing, par value $2.50. Balance 
sheet as of December 31, 1945 
showed total current assets of 
$2,708,585; total current liabili- 
ties $183,287; net current assets 
$2,525,297. Gross sales for 1945 
amounted to $5,669,636. Net in- 
come was $432,787, equal to 
$1.36 a common share, compared 
with $1.81 in preceding year. 
1945 dividend payments totaled 
80 cents a share. A 25-cent divi- 
dend was declared in February 
1946. Nylon yarn was first re- 
leased for civilian use in Septem- 
ber 1945. Since then company 
has gradually been increasing its 
production of nylon stockings. 
Indications are that earnings will 
be improved in 1946 over last 
year’s results. Company is con- 
sidering plan to split common 
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stock on a 2-for-1 basis; also 
planning to enter the women’s 
underwear business and is seek- 
ing a plant for the purpose. 


Seeks Security 

I am a subscriber to your magazine 
and seek your advice as to the sale of my 
securities. I am nearly 74 years old, 
financially independent and have little in- 
terest in switching holdings with the pur- 
pose of making more money. My main 
desire is to be secure and to sell at the 
right time and to escape the downward 
slide that must eventually come. 

At the present time I have fine profits 
in about fifty different stocks. My inclina- 
tion is to sell out nearly all. 

I shall be glad to have your advice. 

—Dr. G.R., Charleston, S. C. 
It is natural for a man of your 
age and financially independent 
position to desire safety of prin- 
cipal above capital appreciation 
with its attendant risks. 
Normally at this time, con- 
sidering the length and advance 
of the bull market, we would 
recommend sale of common stocks 
and speculative bonds to a per- 
son in your status and placing 
the proceeds in very high grade 
bonds. However, the present in- 
come return from the latter issues 
is so small and further deprecia- 
tion in purchasing power of the 
dollar is a constant threat. 
Therefore, a compromise course 
appears best. Moreover, as the 
outlook for business and the stock 
market continues favorable, we 
recommend temporary retention 


of your good grade securitig, 
However, we advise sale of you 
more speculative issues and in 
stocks which you have held fo 
some time, and on which you har 
substantial profits, we suggest 
selling enough shares to enabk 
you to withdraw your origin 
cost, retaining the balance fo 
income and appreciation. 

We are watching the market 
closely and when a reversal in 
trend is indicated, we hope to » 
state in the market outlook ar 
ticle by A. T. Miller. 


Insuring Greater Peace of Mind 
IT have all of my capital invested in low 
priced speculative stocks and when th 
market broke in February I was ver 
much worried. Stocks have recovered 
since but as I have a cardiac condition 
and a nervous disposition, I am wonder. 
ing what to do. I am in need of income 
from my investments and if I place all 
my funds in savings banks the retun 
would be too small. Please advise what | 

should do. 
—Mrs. E. S., Rochester, N. Y. 

A woman with a weak heart 
and a worrisome nature shoul 
not have all her capital invested 
in speculative stocks, particular 
ly now that the market has ad: 
vanced to the highest level sine 
1937. While the outlook for ger- 
eral business continues favorable, 
speculative stocks are particular 
ly vulnerable to adverse develop 
ments which may occur. 

An investment program that 
will insure greater peace of mint, 
especially suited for one in yout 
condition, would be to have 40% 
of your portfolio in U. S. Gor 
ernment bonds, Postal Savings 
and savings banks; 20% in high 
grade preferred stocks; 20% 
better quality common stocks 
with long records of good earr 
ings, and 20% in issues that ap 
pear to have good growth pros 
pects. We present in our mag 
zine issues which would qualify 
these various classifications. 

(Please turn to page 187) 
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_ ade walk-out for a few weeks longer would result in a fuel 
el since shortage of such dimensions as to compel widespread 
or gelk shut-downs of manufacturing plants, particularly in the 
orable, steel and automotive industries. Nearly 7,000,000 tons 
cicular: of finished Steel have already been lost this year 
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8 during the four-weeks' steel strike earlier in the year. 
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MJJAS ON D like month of 1945. Savings bond redemptions are run- 
ning considerably ahead of sales, and recent weakness in 
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Latest Previous Pre- 
Wkor Wkoor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 

MILITARY EXPENDITURE (tf) $b Apr. 24 0.47 0.51 1.75 0.43 er 165) 
Cumulative from Mid-1940............ Apr.24 333.8 333.3 273.3 14.3 (Continued from page 

coupon-bearing issues suggests that other Gov. 

FEDERAL GROSS DEBT—Sb Apr. 24 273.6 273.8 2345 55.2 ernment bonds are being cashed to raise spend. 

ing money. 
* * * 

MONEY SUPPLY—Sb The National City Bank estimates that all 
Demand Deposits—I0i Cities........ Apr. 24 38.1 37.7 39.) 24.3 active Corporations Earned last year, after 
Currency in Circulation............ ....... Apr. 24 27.9 27.9 26.1 10.7 taxes, 6.5% on their net worth at the beginning 

of the year, compared with 7.5% in 1944 and 

BANK DEBITS—13-Week Avge. a 20-year peak of 8.7% in 1943. The fargest 
New i i cecabeenehenvéwepeannter Apr. 24 7.27 7.37 6.66 3.92 average return (19.8%) on net worth last year 
100 Other Cities—$b.................. Apr. 24 8.02 8.01 7.86 5.57 was reported by distillers, and the lowest 

(2.5%) by cement manufacturers. The average 

INCOME PAYMENTS—$b (ed) Feb. 12.11 13.05 12.74 8.11 net after taxes reported by 1,017 leading manu 
oo = (i seeeeeenenenenes ae road ne pope a facturing corporations for 1945 amounted to 
nteres ividends (cd)... .......... eb. ! : ; i ° : : 

Farm Marketing Income (ag)........ Feb. 1.39 1.53 1.35 1.21 only 3.37% of net sales, against 3.97% in 1944. 
Includ’g Govt. Payments (ag)........ Feb. 1.46 1.65 1.40 1.28 lcs 
Member Banks fast year earned 9.4% on 
their capital accounts, compared with only 8.8% 

CIVILIAN EMPLOYMENT (cb) m Mar. 53.0 51.7 52.3 52.6 
paar | : in 1944 and 7.3% in 1943. U. S. Government 
gricultural Employment (cb)........ Mar. 7.6 7.0 7.9 8.9 sa : ‘ ; 

Employees, Manufacturing (Ib) Feb. 11.6 12.0 155 13.6 securities, which constituted 61.3% of the banks 

Employees, Government (/b)...... Feb. 5.4 55 5.9 45 total assets last year contributed 49.2% to total 

UNEMPLOYMENT (cb) m wn 2.7 2.6 0.7 3.4 earnings. The Federal Reserve Board surmises 

that bank earnings have hit their peak; but 

FACTORY EMPLOYMENT (ib4) Feb. 118 123 162 147 should be well maintained this year, despite the 
et Feb. 123 137 219 175 Treasury's debt retirement program, if com- 
Non-Durable Goods ...................... Feb. 114 112 117 123 mercial loans continue to expand. 

FACTORY PAYROLLS (Ib)4 Feb. 211 229 345 198 piiiex 

The Administration has at last embarked upon 

FACTORY HOURS & WAGES (ib) : mildly setae cPin i as a foil te 
Weekly Hours ....ccccccscnenenen | Jan. ee a ae ae 
Hourly Wage (cents) .................. Jan. 100.4 99.6 104.6 78.1 arm products prices and wages. e Bor 
Weekly Wage ($) 0... see Jan. 41.27 41.40 47.50 31.79 | Market since our last issue has been reaction- 

ary in consequence. 

PRICES—Wholesale (ib2) Apr. 20 109.6 109.3 105.6 92.2 “7? 2 
oe ES |S eee eer Jan. 143.0 143.1 139.7 116.1 The Senate has voted to increase the mini- 

mum industrial wage to 65 cents an hour, from 
th + 40 ts; and the H h ted 

COST OF LIVING (1b3) Feb, 129-4 129.9 12691102 | 40 tend the ©. P. A, for 9 months after Jun 
a dianinciet Acadb nig aiid Feb. 130.6 141.0 136.5 113.1 | 3. but with amendments that shear the O. P. A 
Clothing ; Feb. 149.9 1495 1433 113.8 Me ee eee ee 
ee EES TB Feb. 108.3 = 108.3 108.3 107.8 of much authority. Should both measures be- 

come law in their present form, which is un- 
likely, there would be another upsurge in prices, 

RETAIL TRADE Sb followed by a Second Round of Strikes for 
Retail Store Sales (cd)................ Feb. 6.19 6.44 5.11 4.72 t high 

Durable Goods oo... cc. “eM 0.94 1.01 0.69 a * * 

Non-Durable Goods ................... Feb. 5.25 5.43 4.42 3.58 ees oa . . 
Dep't Store Seles (mrb} eae ne Feb. 0.56 05! 0.39 0.40 The rise in minimum — provided in the 
Retail Sales Credit, End Mo. (rb2) Feb. 2.57 2.59 2.18 5.46 | Senate bill amounts to 62.5%, contrasted with 

increases of up to 20% gained from this year's 
d ds b ized labor. It ithout 

MANUFACTURERS’ es rg al scuean ts ies ta both 
New Orders (cd2)—Total ........ ... Feb. 181 190 260 181 Houses. of Conaress: “others worker willonot be 

Durable Goods «cn Feb. 170 177° «= «326s igi ggg 

Non-Durable Goods... Feb. 189 =—s«198 = 220~Ss«17_~—s«| content with a mere 20% raise. Moreover, 
Shipment (cd2)—Total ................. Feb. 184 185 287 183 wage increases of such magnitude are bound to 

Durable Goods ................ ebavidekees Feb. 155 167 394 220 produce greater costs and hence higher prices, 

Non-Durable Goods 2.00.00... Feb. 203 197 213 155 with or without OPA sanction, which will in- 

spire still bigger demands for wage increases 

BUSINESS INVENTORIES, End Mo. to compensate for Rising Living Costs. 
Total (cd)—$b Feb. 26.9 266 266 267 pels 

Manufacturers’ Feb. 16.6 16.4 16.5 15.2 In recently eliminating the preferential dis- 

Mer “wed eee “4 oF He 3.9 4.6 count rate of |/2% on short-term Treasury issues, 

eso EE NER ataet ae eb. R 6. 6.2 UE 

ne a hia... Feb, 159 156 149 139 the Federal Reserve Board has apparently over- 














aia 


THE MAGAZINE OF WALL STREET 














New 








IOK 


er Gov. 
> spend. 


that all 
r, after 
eginning 
144 and 
largest 
ast year 
lowest 
average 
3 manu- 
nted to 
1944, 


4%, on 
ly 8.8% 
ernment 
> banks’ 
to total 
surmises 
ak; but 
rite the 
f com- 


d upon 
foil to 
ases in 

Bond 


yaction- 


@ mini- 
r, from 
; voted 
or June 
». PLA. 
res be- 
is un- 
prices, 
es for 


in the 
d with 
; year's 
without 
y both 
not be 
reover, 
und to 
prices, 
will in- 
creases 


al dis- 
issues, 
y over- 





TREET 





Production and Transportation 


















































Latest Previous Pre- 
Wk.or Whk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harbor 
sUSINESS ACTIVITY—I—pc Apr. 20 150.8 151.3 160.3 141.8 a : 
“eg ere Apr.20 164.0 1645 172.3 1465 |come Treasury objections to this move by 
STRIAL PROD. (rb)—1— -~ a rea nen com promising to support the latter's low interest 
Tien . eo 139 142 142 133 policy. It is quite possible, however, that the 
Durable Goods, Mfr. cu. | Mar. 183 141 345 215 market place may be the arena in which the 
Non-Durable Goods, Mft........ ae Mar. 168 167 176 141 argument over Interest Rates is settled. Should 
CARLOADINGS—t—Total Apr. 20 651 649 865 833 offerings of long-term Government bonds con- 
Manufactures & Miscellaneous...... Apr. 20 375 373 401 379 tinue to exceed demand, as they have during 
“7 PSG | CAS ( C2 RR oan MANE Apr. 20 128 131 114 156 the past few weeks, open market prices will go 
UT aR een eg Apr. 20 34 35 5l 43 lower and yields will rise, which is tantamount 
ELEC. POWER Output (Kw.H.)m Apr.20 3,987 4,015 4411 3.267 to an advance in interest rates. It happened 
that way after World War I. 
SOFT COAL, Prod. (st) m Apr. 20 0.7 0.6 11.2 10.8 * * * 
lative f oe ee eee Apr. 20 163 162 183 446 
Sock,  tueaieimameatall Feb. 51.2 465 458 61.8 In order to stop this the Federal Reserve 
Banks would have to support prices, as they 
aol tee a Apr. 20 47 47 48 4 have recently, by purchasing bonds, thereby 
ow Shag 2 aaa Apr. 20 101, 103 93. 87.8 | expanding excess reserves. This would counter 
Wl < CUE “SAGEM. «focscsscscdsasscdscisassecess Apr. 20 38 38 40 94.1 the Treasury's present policy of Halting Ex- 
Heating Oil Stocks............0.0... Apr. 20 30 30 29 54.8 | pansion in the Nation's total supply of money. 
LUMBER, Prod. (bd. ft.) m rr 20 444 427 495 632 Thus far this year the Treasury has conducted 
Stocks, End. Mo. (bd. ft.) b........ Mar. 2.3 3.0 3.1 12.6 | its bond redemption program along deflation- 
STEEL INGOT PROD. (st.) m M 6.53 139 771 96 | oY lines. There has been virtually no increase 
. (st. ar. : : : 3 : : 
Cumulative from Jan. l................. Mar. 11.8 5.26 21.6 74.69 | in demand deposits or Member bank holdings 
of Government securities, while Federal Reserve 
—— st Apr. 25 132 155 32 93.5 Bank holdings of Government securities are 
e pr. 5 
Cumulative from Jan. | Apr.25 1,516 1,385 521 5,692 | down 10% and Member bank reserves have 
declined 40%. The longer range effect of this 
MISCELLANEOUS a sical ra _ 
Paperboard, New Orders (st)}t... Apr. 20 144 154 126 165 rani a gone pew a prs con 
Whiskey Production (tax gals. ‘ee Feb. 15.0 17.1 1.3 11.8 pe visi acs _— tie oe 
Do., Domestic Sales ............ Feb. 5.4 6.1 49 8.1 would be a considerable time lag between cause 
Do., Stocks, End Month............ Feb. 359 350 331 506 and effect, so long as corporate earnings con- 
Portland Cement Prod. (bbls. )m.. Feb. 92 9.6 5.4 14.9 tinue to expand. 
Anthracite Production (st)m.......... Feb. 5.5 4.8 5.2 3.8 
ag—Agriculture Dep't. b—Billions. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1!939—100 


.dlb—Commerce Dep't. (1935-9—100), using Labor Bureau and other data. 


en—Engineering News-Record. 


l—Seasonably adjusted Index 











935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—100. |b3—Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—I00. lt—Long 
tons. m—Millions. mpt—At Mills, Publishers and in Transit. mrb— Magazine of Wall Streeet, using Federal Reserve Board data. np— 
Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instal 
ment and Charge accounts. st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1946 Indexes (Nov. 14, 1936, Cl—100) High Low Apr.20 Apr. 27 
Issues (1925 Close—100) High Low Apr.20 Apr. 27 100 HIGH PRICED STOCKS.. 108.65 99.94 108.65Y 107.49 
300 COMBINED AVERAGE .... 186.2 164.5 185.0 182.1 100 LOW PRICED STOCKS... 247.97 202.59 239.20 237.54 
4 Agricultural Implements... 236.7 204.9 233.3 230.4 6 Investment Trusts . 83.1 70.0 83.1P 81.4 
I! Aircraft (1927 Cl—100).... 284.4 238.5 247.9 238.9a 3 Liquor (1927 Cl_—100) 1185.8 1000.2 1088.5 1090.7 
6 Air Lines (1934 Cl.—100)..1208.6 1023.6 1061.9 1086.0 8 Machinery ..... 206.4 181.6 202.8 195.1 
5 Amusement « 2153 143.7 210.2 215.39 3 Mail Order 202.6 140.3 194.3 202.6R 
15 Automobile Accessories 336.2 290.0 302.2 294.4 3 Meat Packing 123.1 111.4 120.8 119.3 
1! Automobiles ...... 62.2 54.2 57.0 §5.3 13 Metals, non-Ferrous 299.7 232.1 276.6 267.3 
3 Baking (1926 Cl.—100) 26.0 21.1 23 3 23.5 3 Paper 44.0 32.7 44.0P 42.1 
3 Business Machines ....... 325.0 286.1 316.7 314.6 23 Petroleum . .. 2074 175.1 217.4Z 214.2 
2 Bus Lines (1926 oe 202.4 176.3 198.6 198.7 20 Public Utilities 160.4 131.2 160.2 160.4P 
4 Chemicals ..... .. 275.0 238.3 275.0R 271.0 5 Radio (1927 Ci.—I00) 42.0 35.2 36.0 35.4 
2 Coal Mining 32.4 26.4 28.8 29.4 8 Railroad Equipment 110.6 94.8 100.5 97.2 
4 Communication 99.7 82.0 84.9 84.9 22 Railroads 40.8 34.7 36.1 34.7a 
13 Construction : 81.5 68.1 81.5H 80.0 3 Realty 56.7 39.1 43.5 41.9 
TAGONTEINGNS: 3.25. cessscckcesnsss AMA 384.8 442.3 447.42 2 Shipbuilding . 178.8 122.5 170.4 160.8 
8 Copper & Brass 141.8 108.7 138.0 1323 3 Soft Drinks 614.0 568.5 591.8 581.0 
2 Dairy Products 81.5 646 81.5P 80.9 12 Steel & Iron . 145.6 119.1 134.6 132.5 
5 Department Stores .. ZZ 89.7 119.2 122.7Z 3 Sugar 88.9 75.7 83.4 82.8 
5 Drugs & Toilet Articles... 277.0 194.8 277.0Z 267.7 2 Sulphur 281.2 241.7 281.2R 269.5 
2 Finance Companies 313.9 268.9 313.9G 295.7 3 Textiles 169.1 126.7 1606 169.1Z 
7 Food Brands 228.4 205.5 228.4Z 225.3 3 Ti-es & Rubber 51.9 42.5 51.6 49.8 
2 Food Stores « 934 73.8 93.49 90.6 5 Tobacco : 99.0 86.8 99.0H 98.5 
3 Furniture Hi steele spa eiee oteee 105.2 118.2 113.5 2 Variety Stores . 391.7 318.5 385.1 391.7Z 
3 Gold Mining .........0..0........1346.1 1098.5 1169.6 1136.4 18 Unclassified(1945Cl--100) 113.6 98.2 110.9 110.0 








New HIGH since: G—1938; H—1937; P—1I931; 
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14, 1936. Z—New all-time HIGH. 
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Trend of Commodities 





The Dow-Jones futures index moved higher late in April, 
but did not go into new high ground. The predicition that 
we made in our last issue that the highs may have been seen 
for the next four months still holds. Failure of the index to 
advance sharply is not due to a lack of demand, but to 
ceiling limitations, Cotton is the only major commodity 
without a ceiling, but the high margin requirements at the 
28c level has been effective in keeping prices down. Re- 
gardless of the price action later in the season we would 
expect some reaction during the marketing period. 

The daily spot index was down slightly. The B.L.S. index 
advanced for the eighth consecutive week and came within 
a fraction of the 110 level. It is now about 4 per cent above 
a year ago. The current rise is due ace to industrial 
commodities. Farm prices are steady and are far above all 
other groups. A narrowing of the spread between indus- 
trial and agricultural prices is likely in the next six months. 


The wage increases in the past two months have been onl 
partially reflected in the price level. An increase in coal 
prices and in freight rates is certain. This in turn mean 
higher prices for manufactured items. 

There were two bright spots in the picture which may go 
a long way to prevent inflation. A bill is being introduced 
in the Senate which will lower the debt limi tfrom 30 
billion to 275 billion. Since we are already near the latte 
figure, it will be impossible to have another large deficit 
without changing the debt limit. The Federal Reserve Banks 
have discontinued the preferential rate of '/. of | per cent 
on advances secured by Government obligations due or 
callable in not more than one year. It should be noted that 
the Administration did not sponsor either of these moves, 
We have as yet no real evidence that they are getting 
around to a sound economy. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 193, equal 100 


Date 2 Wk. | Mo. 3 Mo.6Mo. | Yr. Dec. 6 
Apr.27 Ago Ago Ago Ago Ago 1941 
21 Basic Commodities ...... 190.1 190.0 189.6 187.2 185.7 183.8 156.9 


Date 2 Wk. | Mo. 3 Mo. 6Mo. | Yr. Dec.6 
Apr.27 Ago Ago Ago Ago Ago 1% 
7 Domestic Agricultural... 239.3 238.8 238.1 233.6 229.7 226.9 163.9 


























11 Import Commodities .... 170.7 170.7 170.7 168.9 168.9 169.0 157.5 12 Foodstuffs 0... 216.3 216.3 216.4 213.2 210.3 209.5 1482 
17 Domestic Commodities.. 203.9 203.7 202.9 200.1 197.4 194.1 156.46 16 Raw Industrials .............. 172.4 172.3 171.5 169.7 168.9 166.5 1482 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6. 1941—85.0 
1946 1945 1944 1943 1941 1939 1938 1937 


BME asses sciosen 98.4 958 845 92.9 85.7 78.3 658 93.8 
BMI eon csncusseess 95.5 936 91.8 89.3 74.3 61.6 57.5 64.7 
168 





























Average 1924-26 equals 100 
1946 1945 1944 1943 1941 1939 1938 1937 


RQ) oec0s32-2-s 110.36 106.41 98.13 96.57 84.60 64.67 54.95 82.4 
J ener 104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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COMMODITY HIGHLIGHTS 





FLOUR ... Bread, our basic food, has been available in unlimited amount and 
at relatively low prices all through the war. Within two weeks’ time, we venture 
to predict that there will be bread lines in many communities in the United 
States and that black market operations will be extended to this commodity. 
This complete about-turn will be due entirely to the Government regulations 
which went into effect on April 22. In other words it is being planned that way. 

The headlines in the paper called for a reduction of 25 per cent in the 
domestic delivery of flour, compared with the same month a year ago. If that 
meant that each baker would now turn out three loaves of bread instead of 
four, there would be no shortages. There are two other factors to consider:— 

|. Flour production in the first two months of 1946 was at the highest rate in 
our history. Now the order does not call for a reduction of 25 per cent from 
the January-February level, but from the same month a year ago. Since pro- 
duction is so much higher at the present time, it brings the cut to about 40 
per cent below the January-February level. 

2. The reduction is in domestic deliveries. Last year millions of our boys 
were overseas and the flour for their bread was exported. These millions are 
now back in the United States and their bread supply will come out of the 
reduced domestic shipments. 

If that were the whole story, we might still get along. However, the Gov- 
ernment has introduced a plan whereby the farmer will receive a bonus of 30 
cents a bushel on all wheat delivered to the CCC by May 25. The mills, at 
the same time, must reduce their inventories to a 2|-day supply. The results 
vill be that the wheat will flow to the CCC and the mills will be bare as soon 
as their current stocks have been consumed. Some have shut down already 
and the number will increase rapidly in the next few weeks. 

Thus instead of a 25 per cent reduction, it is more likely to be 75 per cent. 
No plans have been made to distribute the flour. evenly, so hundreds of bakers 
will be forced to close, while others are still operating. Those which are for- 
tunate to have some flour may fill their cake requirements first, since there is 
no restriction on the use to which the flour may be put. It may be over by the 
middle of July, but in the meantime it looks like trouble. 


COTTON CLOTH .. . Cotton goods hold the same position in the clothing 
field as bread does in food. The outlook is not favorable at this time. Cotton 
consumption reached a peak in 1942 and has been declining ever since. The 
main factor in the decline has been the unfavorable spread between raw cotton 
prices and cotton cloth prices. Both yarns and cloth have remained under OPA 
ceilings, while there has been no ceiling on raw cotton. 

Within the short period of seven months, cotton prices have advanced some 
6 cents a pound. When the advance had reached 2 cents a pound, the mil's 
asked for higher ceilings on cloth. After much delay these were granted. They 
were in operation only a short time when cotton advanced and wiped out all 
the improvement in the mills' margin. This was repeated several times. 

Under the higher margin requirements the advance in raw cotton prices has 
been brought to a halt. The mills are now in a position to increase their cloth 
output, but:— 

|. The coal strike has forced some Southern mills to curtail their operations. 
Within 10 days many mills will be forced to shut down completely. After the 
strike is settled, it will take time before the mills can resume operations. 

2. The unions are all set for a major drive in the South to line up textile 
workers. This is one section of the country where the unions have not had much 
ae to date. While the drive is on, the production of cotton cloih will be 
curtailed. 


SILVER . . . Indications point to a price of 90c for silver. The House has 
_— a bill authorizing the Treasury to sell silver at 71.1 1c, but the silver 
bloc in the Senate has been holding out for higher prices. An amendment, 
which is expected to be approved, calls for a price of 90c an ounce now and 
an increase to $1.29 at the end of two years. Brassage and coinage charges 
which amount to about Ic would be deducted. The new price would apply to 
purchases from the producer and sales to the consumer. 

Domestic production is running around 30 million ounces annually while the 
Treasury needs 55 million ounces for coin and manufacturers use around 60 
million ounces. The world price at present is around $1.10. 
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SCHENLEY DISTILLERS CORPORATION 
NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. This is num- 
ber 125 of a series. 


SCHENLEY DISTILLERS CORP. 


Four Generations! 


By MARK MERIT 


We recently attended a meeting of 
one of our affiliates, Schenley Import 
Corporation, and we enjoyed an experi- 
ence that we don’t think will occur 
again, soon. We met three gentlemen 
Whose names are known all over the 
world. And each made an address in 
English; excellent English. Please let 
me tell you something about these gen- 
tlemen. You’ll recognize their names. 


One was Paul Dubonnet — fourth 
generation representative of a famous 
family. He is now living in the United 
States, where American Dubonnet 
Apertif Wine is made and marketed. 
It is, today, exactly as it was made by 
his great grandfather, grandfather, 
and father, in France. 


And then there was Charles Heid- 
sieck. He, too, is of the fourth gen- 
eration as owner of the famous cham- 
pagne house at Reims, France, which 
bears his name. Monsieur Charles told 
some very stirring stories about the 
liberation of his native city by the 
American Army in its historic drive. 
He told, too, of how they saved the 
best of their fine champagnes from 
falling into the hands of the Nazis. 
“We fooled them,” he said. Some of 
these fine wines are now returning to 
the American market. 


And then, Peter Heering, from 
Copenhagen, Denmark—where for four 
generations, Cherry-Heering has been 
produced according to an undeviating 
formula. All over the world, before the 
war, Cherry-Heering was famous. 
You'll recall that it is a distinctive 
cherry liqueur, 49° proof. Now again it 
is back in the United States and mar- 
keted, along with Charles Heidsieck’s 
Champagne and Dubonnet, by Schen- 
ley Import Corporation. 


Some months ago, we wrote a piece 
entitled, “What’s In A Name?” We 
could add a great deal to what we said 
then—since meeting these gentlemen, 
and hearing them talk. What pride in 
achievement—in the products bearing 
their names! 


Paul Dubonnet remains here with 
us. Charles Heidsieck and Peter Heer- 
ing are flying home. A votre santé— 
Charles Heidsieck. Skaal—Peter Heer- 
ing. And a happy landing to both! 


FREE—Send a postcard to MARK MERIT 
OF SCHENLEY DISTILLERS CORP., Dept. 
15A, 350 Fifth Avenue, N. Y.1, N. Y., 
and you will receive a 96 page book 
containing illustrated reprints of 
earlier articles in this series. 
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Commercial Credit 
vs. C.LT. Financial 





(Continued from page 155) 


produced relatively better oper- 
ating results, and amply covered 
its $2 per share dividend rate in 
1945. With the single exception 
of 1933, this concern has paid 
dividends in every year since 
1913, attesting to the stability of 
its business: In the 1941-43 peri- 
od the dividend rate was $3 per 
share and in 1937 net earnings 
per share of $7.09 permitted a 
distribution of $5.50 on the com- 
mon. 


War Experience 


Before the war, about 59% of 
automobile sales, 93% of furni- 
ture and 89% of household appli- 
ance sales relied mainly upon in- 
stalment financing in the turn- 
over. After Pearl Harbor, con- 
sumer credit throughout the coun- 
try declined from a level of $9.7 
billion to a low of $4.8 billion in 
the spring of 1944, but at Feb- 
ruary, 1945, it had climbed to 
$6.6 billion. Strangely enough, 
perhaps, past records show a close 
relationship between instalment 
buying and the national income, 
and despite a major uptrend in 
private savings, time payments 
seem to mount in the most pros- 
perous periods. By this yardstick, 
consumer credit should soar to 
around $18 billion if the natior: 
reaches $150 billion, provided the 
supply of durables pours forth 
in the predicted flood. 

Quite obviously, while both 
C.I.T. and Commercial Credit 
Co. will meet greater and far 
more widespread competition from 
thousands of banks now prenar- 
ing to finance instalment buying, 
their better background of experi- 
ence and diverse facilities should 
bring them a major expansion in 
volume and earnings during im- 
mediate near term years. Already 
both concerns have reported a 
sharp upturn in purchases of re- 
ceivables and instalment paper, 
but as profits from this source ac- 
crue only as partial payments be- 
come realistic, the upward trend 
in earnings may not become ap- 
parent until later in 1946. There- 


170 


after, the earnings outlook for 
both concerns is indeed most 
bright. 

Which shares of the two con- 
cerns appears to be the better buy 
under current conditions? At a 
recent price of 57 for both, an 
identical dividend rate of $2 per 
share establishes a yield of 3.5%, 
and from the viewpoint of invest- 
ment quality little choice is of- 
fered. With a price-earnings ra- 
tio of 23.7 for Commercial Credit, 
compared with 35.6 for C.I.T. 
shares of the former carry a 
point in their favor. And with 
longer range potentials so encour- 
aging, speculative appeal is by no 
means lacking in both instances, 
although the current price is near 
high for many years past. 





The Battle of Auto Giants 
Looms 





(Continued from page 143) 


up and up. Daily output of all 
models by Ford, for example, has 
risen to 3,500, with predictions 
that the tally will double within 
a few months and by the year end 
reach 10,000 per day. Relative 
gains by Chrysler and General 
Motors, too, are in the making. 
But while the Fords, Plymouths 
and Chevrolets pouring forth 
from the assembly lines closely 
resemble the familiar models of 
1942, mounting costs have pushed 
up their prices to well above 
$1,000, thus leaving a wide open 
void in the lower priced field 
where they formerly were rated, 
except for really non-competitive 
new models with short wheel bases 
which other concerns may at- 
tempt to market. Fact is that 
these so-called “doodle bugs” 
have never succeeded in winning 
much popular favor. Efforts of 
Ford, Chrysler and General 
Motors during the current 
year will be concentrated on 
the production of models made, 
to a large extent, from dies and 
tools carefully stored during war 
years, for any radical change in 
design and equipment would have 
involved extended delays, to say 
nothing of the heavy outlay of 
funds. Until well into 1947, per- 
haps, the “Big Three’, as well as 
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their smaller competitors can rest 
content with the knowledge that 
they can sell all of their output 
of so-called 1946 models, while 
plans for exploiting the light car 
field in 1947 mature in obscurity, 
What developments unfold 
around the year-end bearing on 
next year’s models, therefore, will 
arouse intense curiosity on the 
part of both the automobile in- 
dustry and the public. 


No Price Competition 


But while the high level of na- 
tional income and the mountain- 
ous war time savings of the pub- 
lic may raise the demand for cars 
selling above $1,000, these experi- 
enced automobile manufacturers 
know full well that if they can 
produce a smart and efficient new 
model to sell in the $800-$1,000 
range, it is here that huge vol- 
ume gains will be achieved and 
competition eventually center. 
Another lesson learned is that to 
shave prices it will no longer 
do to merely omit a few gadgets 
here and there from models in a 
slightly higher price range. 
Rather will it be necessary to 
produce a brand new, completely 
modernized car. 


Plans Kept Secret 


While reports as to Chrysler's 
forward looking plans are scanty, 
both General Motors and Ford 
have now announced that their 
mystery models for 1947 are ur 
likely to become realistic until the 
spring or summer of that year. 
Meanwhile, however, GM has an- 
nounced plans to spend $50 mil- 
lion for a new Chevrolet Division 
in Cleveland, and if necessary it 
has $550 million more in its treas- 
ury for whatever modernization 
or further expansion may seem 
wise. As for Ford, despite its 
present tremendous and well inte- 
grated facilities, $200 million 
more have been earmarked to keep 
the company aggressively geared 
to meet the impending competi 
tion. 

Less secretive are the plans of 
Willys-Overland, currently en- 
gaged in an aggressive drive to 
cash in on the wartime popular- 
ity of its familiar “Jeep”. Com- 
pany has announced that it 1 

(Please turn to page 174) 
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of na- At the recent annual meeting of International Business Machines Corporation, 
intain f Thomas J. Watson, president, had some good news for shareholders as to sales for the 
e pub first three months of 1946. Volume for the quarter were up 134% over the relative 1945 
pal ‘period, and the company has increased its sales staff from 815 to 1707. 

cturers : As a step towards greater integration and to meet the greatest demand for 


-y C40— puilding material the country has ever known, M. H. Baker, president of the National 
nt ne¥ ft gypsum Co., announces that his company has purchased from the Canadian Government 
51,000 three 10,000—ton ships to bring gypsum rock from Nova Scotia to its plants. 


re vol- 
d and According to W. S. S. Rodgers, chairman of the Texas Co. board, production of 
center. | 911 by its Middle-East affiliates is mounting rapidly. Some 170,000 barrels of crude 
hat to per day are now coming from wells of the Arabian American 0il Company compared with 
longet #3 000 per day at the end of 1945. 


adgets 
ls ina ' H. Brewster Jennings, president of Socony—Vacuum Oil Co., has revealed the 
range. f company's wartime tanker losses for the first time. The enemy took a toll of thirty 
ry tof tankers in all, for a total of 352,000 tonnage. Some 46.2 million gallons of petroleum 
pletely products were lost in the process and 280 men were killed or drowned. 




















Deferred demand for new telephones is by no means confined to the United 
States. Although the International Telephone and Telegraph Co. system had 962,704 
ysler’s phones in service in foreign countries as of March 31, backlog orders amounted to 
canty, | 184,270. Central office equipment is as hard to get as here at home. 


te Sales of dairy products are on the up and up, due to steadily increasing 


re unr § CiVilian demand, reports National Dairy Products Corporation. Volume for first 

til the Quarter soared to $7 million above ‘the first three months of 1945, at which time military 
vear.g G@emand was very large. During the next two years, National plans to spend $45 million 
as an-§ for plant expansion, along with another $30 million in the following three year period 
0 mil § after that. 














whe, Long patient holders of G. R. Kinney Co. 8% cumulative preferred stock, with 
‘treas | Gividend arrears amounting to more than $119 per share, will feel happy on May 31, when 


zation § #11 this stock will be retired at $115 per share and accrued dividends. Owners of the 
seem Cduity shares, for the first time since 1931, may also feel cheered. 


ite its American Smelting & Refining Co. has been experiencing more than its share of 

Be strike troubles. For six weeks early this year, 15 out of 18 of the Mexican plants of 

kel the company were completely crippled by labor strife. Hardly had a settlement been 

reared Crfected there before 18 out of 335 properties in the United States had to be closed 

mpeti- for the same reasons. These still remain strike—bound and the company awaits the report 
of a fact-finding panel. 








ans of 


— Although strikes and higher costs are proving a temporary hindrance to favor-— 
y ~ able earnings by Worthington Pump and Machinery Corporation, prospects later in the 
usta year are decidely enhanced by a backlog of $50 million orders which the company now has 
so 4 02 its books. Forward progress may be gradual but the horizon is above-average bright. 
it 1s 
4) [May 11, 1946 = fas 
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operations alone is running at the highest rate in the company's long ‘long history. It is 
reported that, entirely aside from income received from du Pont's large holdings in 
General Motors, profits from chemicals this year. may produce results close to the 
best years in pre—war. 







Plans of Colgate—Palmolive—Peet Co. envisage a major effort to boost foreign 
sales. For the last four years, Latin=American business has been so encouraging that 
the company has selected Mexico as the home for a new $1.5 million plant which is 
already under construction. 













One good reason for the curtailment of Curtiss-Wright dividends is the huge 
expense and delay undergone in consolidating the company's operations into three main 
plants from 17 wartime facilities. Once over this hurdle, Curtiss may improve earnings 
in tackling promising backlog orders of $86 million. 



















SKF Industries, Inc. in Philadelphia is using an interesting machine to pro- 
duce perfect steel balls with a diameter as small as one millimeter. The spheres 
emerge from the machine after being rolled into shape on the same principle as a butter 
ball. 















Aggressive Sylvania Electric Products, pan! announces that a shift has occurred 
in its top personnel. Walter E. Poor, president since 1943, has been elected chairman 
of the board, and Don G. Mitchell, formerly executive vice—president, has been elevated 
to the presidency. 








Aluminum Company of America, through wartime research, claims to have devel- 
oned more than 3,500 uses for its special product, 2,000 more than before Pearl Harbor. 
That products made of aluminum have a competitive advantage due to current scant sup— 
plies of other materials seems clear. Both ALCOA and Reynolds Metals have started a 
great campaign to make the most of their opportunity. 














Only a few months ago we pointed out the remarkable capacity of Pullman—Standard 
Car Co. to turn out a freight car every five minutes. But now it seems that this record 
has gone by the board, for currently the company claims that every three minutes one of 
these cars can roll out of the shops. 














j The battle of the ball pointed pens has opened up with a blast of propaganda by 
three competing concerns, each offering the new wonder at prices ranging from $15 to 
$9.95. Eversharp claims much for its cartridge, "repeating" model, while Reynolds has 
made a spectacular start in introducing its own specialty, and Blythe has price appeal. 
Soon Sheaffer will have its ball pointed pen, too, but predicts that none of the new-— 
comers will supplant pens with a sharp tip in the long run. 








Tremendous strides by Latin-American countries to expand industrial activ-— 
ities in recent years point to a great opportunity for alert American exporters to 
supply equipment for business concerns down there. Addressograph—Multigraph Corpor- 
ation, for example, anticipates as much as 300% increase in its sales to the Southern 
Hemisphere during the next two years. 
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That South American buyers are in a hurry for delivery of American goods is 
shown by an epochal flight of a Guatemalan plane from Detroit a week ago, carrying a 
it cargo of Ford—Ferguson tractors. On the way North this plane was loaded with bananas, 
textiles, fine hardwoods and coffee from its home country. Actual flying time was only 
about 12 hours, with one stop at St. Petersburg, Fla. 















Production of the most versatile, efficient and long-lasting textile pre— 

servative known to man is claimed by Monsanto Chemical Co., through re—formulation of 
a 66 year old German chemical. It is said that freedom from rotting, mildew and damp- 
-bred fungi may now be assured all kinds of fabrics and rubber materials. 
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1, In 1945, after meeting all their ob- 
ligations, the owners of Union Oil Com- 
pany had a net profit of $8,747,992. Now 
most of us will admit that 834 million 
dollars is a lot of money. But many of us 
don’t realize that Union Oil’s profits— 
like America’s taxes—are divided among 
Glot of people. 


4, In other words, while Union Oil to- 
day consists of about 154 million dollars’ 
worth of oil wells, refineries, service 
stations, etc., the company is owned— 
and the profits are shared — by ordinary 
Americans like you and your neighbor 
next door. 


UNION OIL COMPANY 


2. For Union Oil Company is owned 
not by 1 man or 2 but by 33,938 in- 
dividual Americans - enough to make 
acity almost the size of Santa Barbara, 
Calif. Divided among that many own- 
ers, the net profits actually amounted 
to just $257.76 per stockholder. 


5. 76% of these owners live in the 
West—62 in Spokane, 8 in Grants Pass, 
Oregon, 190 in Bakersfield, Calif., etc. 
2,155 are Union Oil employees. The 
average stockholder owns 137 shares. 
Some hold fewer, some more; but the 
largest owns less than 114% of the 
total shares outstanding. 


4¥ 


3. Even this sum wasn’t all paid out in 
dividends. $4,081,722 was left in the busi- 
ness. Dividends paid out—money that actu- 
ally went to the owners — averaged just 
$137.49 per stockholder—$11.46 per month. 
Wages paid out averaged $3,283 per em- 
ployee—$274 per month. 


6. So it is not the investments of a few 
millionaires, but the combined savings of 
thousands of average citizens, that make 
Union Oil —and most American corpora- 
tions—possible. Without some such method 
of financing heavy industry, Americanmass 
production, with free competition, could 
never have been accomplished. 


Those desiring more complete information on the material 


in this advertisement may refer to the formal Annual Report 
to Stockholders and Employees which we will gladly furnish 


on request. We would also appreciate any comments or sug- 
gestions. Write: The President, Union Oil Company, Union 


Oil Building, Los Angeles 14, California. 


OF CALIFORNIA 
AMERICA’S FIFTH FREEDOM IS FREE ENTERPRISE 
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The Battle of Auto Giants 
Looms 





(Continued from page 143) 


planning a six-cylinder model 
weighing only 2,500 pounds 
(lightest Ford weighs 3,011 
pounds) having a standard wheel 
base, wide seats and unusual 
economy of operation. Production 
is expected to start early next 
year and the price of this new car 
will, according to an official an- 
nouncement, be well under that of 
any of the present models of 
Ford, Chevrolet and Plymouth. 


Through technological im- 
provements in machinery and 
high volue potentials it seems ra- 
tional that the “Big Three” will 
be able to outstrip all contenders 
in the pricing and qualities of 
their lower priced models, given 
a brief breathing space. In fig- 
uring production costs, their abil- 
ity to spread an enormous over- 
head over their entire varied 
output of cars and trucks, not to 
mention hundreds of millions of 
dollars in replacement parts, 
gives them a long range advan- 
tage over all other manufacturers 
to date in the automotive field. In 
the competition of suppliers to 
hold the trade of these giant cus- 
tomers, the tightest kind of pric- 
ing policies are the rule, down to 
a fraction of a penny. During all 
the long war years, also, the “Big 
Three” retained more than 80% 
of their established dealers. 


All in all, sales of Plymouths, ' 


Fords and Chryslers in near term 
years are likely to be restricted 
only by productive capacity. For 
this reason skill and facilities will 
count heavily in the titanic com- 
petition about to start, thus caus- 
ing some possible changes in their 
relative progess. But when con- 
sumer replacement demand _ be- 
gins to abate, the real struggle 
will achieve a new and significant 
tempo. 





Where to Go for a 
GI Home Loan 





(Continued from page 160) 


in obtaining a loan from a super- 
vised lender. Of great im- 
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portance, you have the assurance 
that your long term mortgage 
will be serviced over the years 
under standards prescribed by 
governmental supervisory agen- 
cies (federal, state, etc.). Vital 
dollars and cents items such as 
computation of interest charges 
are subject to examination by 
federal or state examiners. There 
also is the: advantage of consult- 
ing experienced Mortgage De- 
partments who are always avail- 
able to home owners. The pro- 
verbial “Simon Legree” mort- 
gagee is becoming “dated”. The 
modern home loan business is be- 
coming a planned service where 
“human interest” exists and the 
home owner benefits by scien- 
tifically prepared facilities. 

The final decision on “where 
to go for a GI home loan” rests 
with the former serviceman. We 
trust to his good judgment in the 
selection of a lender who will give 
him the best deal! 





6 Investment Securities 
for Capital Building 
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a considerable portion of -output. 
Production of vitamin concen- 
trates from fish oils and rice 
bran for both human and animal 
use also adds about 25% to total 
volume, with ethical and propri- 
etary drugs accounting for an- 
other 15%. While sales of over 
$14 million in recent war years 
were nearly double those of pre- 
war, rising industrial demand 
and the introduction of new items 
are likely to hold the gain at a 
continued high level. In recent 
years the company has spent over 
a million dollars on research, in- 
stalled much modern machinery 
and has made strides to expand 
its facilities. 

At December 31, 1945, current 
liabilities of National were only 
$820,000, more than covered by 
cash in the bank, while net work- 
ing capital stood at $4.6 million. 
Net per share earnings for the 
past many years have never fallen 
below $2 annually and despite a 
much smaller volume have been as 
high as $4.03. In 1945, net per 
share came to $2.29, of which 
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$1.10 was distributed in qj 
dends. Net income in the f 
quarter of this year rose ; 
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$200,487 and was equal to ¥ 
cents a share, comparing yi 
$113.659, or 53 cents a share; 
the same months of 1945. Nj 
tional’s funded debt consists , 





$1.8 million 314% debentur 
due in 1955-57, and 215,% 


shares of common outstanding 
While the shares have a. stroy 
investment status, the yield at; 
recent price of 61 is less attra 
tive at 1.8%. Improved earning 
however, could easily liberal 
the distributions, and this p 
tential is rather clearly marke 
The 1945-46 price range w 
high—68, and low—33. 


U.S. Plywood 


Under the stimulus of wartin 
research and experience, plywo 
has come to the front as a m 
terial likely to offer strong con 
petition in the construction fiel 
United States Plywood Corpor 
tion, long dominant in this indu 
try, made spectacular progr 
during war years in proving th 
merits of newly developed pro 
ucts. As a natural consequenc 
broad acceptance by numero 
industries of plywood for civilia 
and industrial use has followei 
and to make the most of its op 
portunities this concern has ut 
dergone great expansion in recel 
years. Through ownership 1 
large holdings of Douglas fir | 
the North West and control of 
dozen or more recently acquiré 
subsidiaries: through the Unita 
States and Canada, many wil 
modern facilities to manufactur 
plywood, operations are well 1 
tegrated to produce a complet 
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line of laminated sheets. 

Small wonder, everything cot 
sidered that U.S. Plywood’s vi 
ume has soared from $3.9 milliot 
in 1938 to over $29 million ini 
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1945 fiscal year and that for ti 
first nine months of the year en! 
ing April 30, 1946, sales amount 
ed to nearly $19 million. Strikt 
in the woodlands have prove 
somewhat bothersome but wi 
backlog orders equal to more ths 
a year’s capacity, the outlook fc 
volume and profits is bright. Né 
earnings per share for the pa 
six years ranged from $1.23 1 
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HE PERE MARQUETTE RAILWAY IN 1945 


Highlights from the annual report to stockholders 


, What was the Pere Marquette’s war 
ord? 


Like other American railroads, the 
ye Marquette met the war emergency 
y performing the greatest amount of 
ansportation service in its history. For 
is, the company received a letter of 
mmendation from the President of the 
nited States, andorsed by the Director 
the Office of Defense Transportation. 


Why did revenues decline in 1945? 


Railroad revenues generally have been 
dining at an increasingly rapid rate 
ce V-J Day. In the case of the Pere 
farquette, operating revenues for 1945 
ere $51,500,687, down 8.53 per cent 
om the peak year of 1944. A little over 73 
cent of the year’s total operating 
venues were earned in the first eight 
onths. This shows the direct effect of 
e war’s end. 


. Did operating expenses also decline? 


On the contrary, operating expenses 
mreased to $45,558,794—5.41 per cent 
er 1944. Of course this does include 
5004,927 for amortization of defense 
ojects which is $3,654,869 in excess of 
milar charges in 1944. The end result is 
lecrease of 28.98 per cent in net income 
r 1945 bringing this figure down to 
139,120. 


Do current freight rates reflect these 
nditions? 


No. Although prices and wages con- 
ue their sharp upward trend, the 1945 
right revenue per unit was the lowest in 
enty-seven years. The management of 
¢Pere Marquette firmly believes that 
e Interstate Commerce Commission 
puld permit the railroads to raise 
ight rates generally to such extent as 
necessary to compensate for higher 
bor and material costs. 


Has Pere Marquette credit been 
stored ? 


Yes. Early in 1945, the entire bonded 
bt was refinanced. This successfully 
pleted the program launched in 1942 
thabilitate the credit of the company. 
1942, the Pere Marquette’s bonded 
bt was $64,535,000. By February 1945, 
had been cut to $50,000,000 and re- 
hded at 334 per cent. The new bonds 
ture March 1, 1980 and provision has 
tn made for a fixed sinking fund of 
0,000 semi-annually with additional 
yments contingent on earnings begin- 
Wg in 1948. If all fixed and contingent 
yments are made, at least $30,000,000 


the bonds will be retired in advance of 


11, 1946 


maturity. $251,000 of the bonds were 
delivered to the sinking fund and can- 
celled in 1945. An additional $300,000 
were acquired in 1945 and will be ten- 
dered in 1946. Therefore, the net bonded 
debt stood at $49,449,000 at the end 
of 1945. 


Q. What about the proposed C&O 
merger? 


A. Since 1929, the Chesapeake and Ohio 
Railway Company has owned about 70 
per cent of the common stock and nearly 
one half of the capital stock of the Pere 
Marquette. 


During these sixteen years, close oper- 
ating and traffic relations have been 
maintained with the C&O and that road 
has also rendered needed financial assist- 
ance from time to time. After thorough 
consideration of the unification proposal 
submitted by the C&O—including care- 
ful study of past earnings and future 
prospects of the Pere Marquette, advan- 
tages of unified operation, and the value 
of securities offered to Pere Marquette 
stockholders—the Board of Directors of 
the Pere Marquette unanimously approved 
the proposal and recommended it for 
acceptance by all stockhoiders. The agree- 
ment will be submitted to stockholders 
at a meeting on May 7, 1946. Application 


has been filed with the Interstate Com- 
merce Commission for approval and 
authorization of the merger. 


Q. What are prospects for the future? 


A. The upward trend in wages and prices 
continues with freight rates, so far, 
remaining static. Future earnings, there- 
fore, will depend largely upon improve- 
ment in operating efficiency and greater 
productivity from man power and dollar 
investments. Research in the field and in 
the laboratory must be relied upon for 
the accomplishments of gains in both 
fields. 


With the return to peacetime economy, 
the railroads will find a way to hold the 
public good will which is now being ex- 
pressed in every quarter. This opportun- 
ity, together with a marked improvement 
in railroad credit, stimulates the urge to 
keep abreast of developments and require- 
ments by providing modern equipment 
and facilities to meet the transportation 
demands of a growing and prosperous 
nation. 


The Pere Marquette’s faith in the 
future is demonstrated by its decision to 
budget about $10,000,000 for improve- 
ments and new equipment designed to 
increase efficiency and safety in operation. 





SOURCES AND DISPOSITION OF INCOME 





Our income came from the following sources: 


Revenues from hauling freight other than coal 


and coke ; 
Revenues from hauling coal and coke.. 


Revenues from hauling passengers.............. 


Other transportation revenues 
Dividends from stocks owned 


Other income from nonrailroad operations....... 


OMAN: oso Sarees 


We disposed of our incomes as follows: 
Wages... . ® 
Materials, supplies, and fuel. 
Railway tax accruals, 
Canadian tax on income. 


Pay ments to contractors, assoc iations, ot he IF Cc om- 
panies, and individuals for services and e xpenses 
Rent for equipment of others used by us, less 


amounts received from others. . 


Rentals and expenses paid for fac ilities used jointly 
with others, less amounts received from others 


Interest on funded debt 
Other Interest... . 
Depreciation, amortization, and retirements. 


Total 


Net Income before Federal and Canadian income 


and excess-profits taxes........ 


Federal and Canadian income and excess-profits 
AP e er ire eer ee ee Pe 


Net Income 


Disposition of the net income was as follows: 


Appropriations for Sinking and Other Reserve 
Fund. 


Balance remaining for other corporate purposes. . 


Increase or 
Decrease 


000.57-D 





$52,516,051.64 $57,188,495.76  $4,672,444.12-D 





other than Federal and 


$20,369,516.95 
9,151,906.33 


$20,638,656.91 $ 
9,081,134.61 


269,139.96-D 
70,771.72-I 
2,660,194.39 


2,667,405.60 7,211.30-I 


5,385,084.91 5,808,863.34 423,778.43-D 
110,981.19 2,351.08 31,369.90—D 


3,756,941. 93 


7 999 "95 26. 07 5,398. 60- I 





$51,842,528.44 2,170,713.36-I 





$ 673,523.20 $ 7,516,680.68  $6,843,157.48-D 


1,465,597.64 4,504,605.00 5,970,202.64—D 





$ 2,139,120.84 $ 3,012,075.68 $ 872,954.84—-D 





$ 416,666.67 $ 416,666.67-I 





$ 1,722,454.17 $ 3,012,075.68 $1,289,621.51-D 


PERE MARQUETTE RAILWAY, General Motors Bldg., Detroit 2, Mich. 
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1940 to $1.86 in 1945. Divi- 
dends have been a bit irregular 
because of capital requirements 
but the current rate of 80 cents 
er share annually seems firmly 
established, with prospects for 
improvement under normal oper- 
ating conditions. Recent price of 
the shares at 57, compares with 
a 1946 high of 63 and a low of 
27% in 1945. 





Around the World 





(Continued from page 145) 


in dealing with various problems 
and in making decisions. Al- 
though the workers have been wil- 
ling to cooperate — there have 
been no strikes — the employee 
committees have been interfering 
so much with the restarting of 
production that their power is be- 
_Ing gradually confined to welfare 
matters. As in Russia, the factory 
manager has been given more and 
more power to deal with a given 
situation. The stress is on effi- 
cient management. 


Characteristic of the situation 
is the following riddle (also re- 
printed in the London Econo- 
mist) circulating in Prague: 
Why did our Lord only have 
Twelve Apostles? Because if He 
had had twenty, He would have 
had to have an Employee’s Com- 
mittee, and then no miracles 
would have been possible. 


German Assets in Switzerland 


The Allied Governments have 
been negotiating in Washington 
for almost two months with the 
representatives of the Swiss Gov- 
ernment about the disposal of 
German assets. Involved are some 
30,000 bank accounts, valued ac- 
cording to a census made by the 
Swiss Central Bank last Fall at 
about Sw.Fr. 1,000 million, equiv- 
alent to about $250 million. The 
Allies claim that these assets are 
worth considerably more and that 
they (the Allies) have every moral 
right to.them, since these assets 
represent a part of the German 
loot of the Continent. The Allies 
also argue that the assets are bad- 
ly needed for the rehabilitation of 
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the devastated countries. Likey; 
they insist that under no cirey 
stances will they allow Ger, 
funds in. Switzerland to be yy 
for starting another war. 

To these arguments the §)j 
retort that their Constitut 
guarantees the sanctity of » 
vate property not only to 4 
Swiss nationals, but to the Ge 
man residents as well, and th; 
the seizure of German proper 
would in fact involve a refer 
dum to amend the Constituti 
They point that they refused 
surrender the Allied property 
the Nazis after the Germ 
armies had overrun most of {j 
Continent. The Swiss are una 
mous in regarding the handiy 
over of German property to ¢ 
Allies as an infringement on the 
sovereignty and of their right} 
offer ‘“‘safe-haven” to politic 
exiles and their private proper} 
They profess a_ willingness { 
cooperate with the Allies in p 
venting the using of the Germ 
assets in Switzerland for w 
purposes, but beyond that th: 
refuse to commit themselves. 

By handing over the Germ 
assets, the Swiss know that the 
would destroy the tradition : 
their country’s being a “sai 
haven” for foreign funds. Th 
funds have been administered | 
Swiss banks and numerous inves 
ment trusts and have been ti 
source of considerable income | 
the form of commissions. Possil! 
the Swiss do not want to antago 
ize the Germans with whom th 
have to live as neighbors and vi 
are their best trading partner 
Possibly they are none too am! 
ous to have the extent of the 
wartime cooperation with the Gq 
mans exposed. Also the Swi 
may feel that their own lai 
against Germany, which are © 
siderable — about $1,000 milli 
—ought to be satisfied first, 
confiscation were admissible. 

Probably some kind of a ctl 
promise will be worked out ulti 
ately, with the Swiss agreeing l 
on the examination of individu 
accounts, particularly if the : 
lies present evidence of the 4 
cumstances under which the in 
vidual Nazis acquired their Sv! 
assets. But the Swiss will ins 
upon passing upon who may be 
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. Likey 


proper person or corporation and 
O Cireyy 


who may not be. Meanwhile the 
unfreezing of some $1,000 to 
$1,500 million of Swiss assets in 
the United States will have to 











the Sif wait until some agreement is 

nstitutigl reached. 
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proper 
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efused # use of greater speed, larger seat- 

operty®# ing capacity and the ability to 
Germ operate planes for longer periods 


st of 
re unat 

handir 
ty tot 
t on the 
- right} 


of time. This achievement in ef- 
ficiency developed during the 
war through necessity for mak- 
ing better use of limited facili- 
ties. In this connection, it is in- 
teresting to observe that one of 


politi’ the large engine manufacturers 
propert™® estimates that the world’s entire 





gness § air traffic in 1948 could be car- 
‘S in pf ried in fewer than 1,500 planes. 
> Germ Incidentally, the nineteen princi- 
for wf pal domestic airlines expect to 
hat th@ have in operation 975 planes 
































ves. within the next twelve to eighteen 
Germg months. These facts tend to 
hat thf raise doubt over the prospective 
dition @ earnings of airlines and their 
a “saif ability to continue to purchase 
s. The§ additional equipment. 
stered | Major manufacturers have 
1s inveg substantial orders on hand but 
been tf many smaller companies are con- 
ncome™ sidering possibilities of under- 
Possil§ taking new ventures. Douglas 
antagig reported Government orders at 
10m th the end of 1945 had been re- 
and w™ duced to $116 million. Contracts 
partneg with domestic and foreign air- 
too an lines approximated $103 million. 
of th@ Since the end of the year, sev- 
the Ge eral new contracts have been 
he Sw¥ negotiated. It seems obvious, 
n clai’ however, that total volume this 
are cif year will fall well below the $744 
0 milli million reported for 1945. 

first,§ Boeing Airplane Company has 
ible. [ become one of the principal sup- 
f a com pliers of military aircraft for the 
ut ultig Army. The company had a back- 
seing Uf log of unfilled orders at the end 
ndividi of last year at approximately 
* the 4.$90 million consisting of $65 
the { million of military business and 
the inf $25 million of commercial con- 
eir Swg tracts. Additional orders have 
vill ins$ been taken for transports since 
may bef the first of the year. Several new 
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just 1000 new telephone lines. 


It takes time to make them and 
a lot of time to put them in. 
But we’re hustling right along 
with the job. 


We’ve made a dent in the 
pile of orders where the prin- 
cipal shortage was a telephone 


instrument. Most of the longer 





WEAVER OF SPEECH ... This photograph shows the 
wiring of a switchboard. After the switchboard is made, there 
is the further job of fitting it inte the telephone system. It 
takes thousands of man hours to install a switchboard for 


BELL TELEPHONE SYSTEM {ES 






























nee om PY With stead” 


waits are where switchboards 
and new telephone buildings are 


needed. 


You can be sure of this: 
We're putting everything we 
have into getting telephone ser- 
vice back to normal. And then 
making it better than ever. 
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military projects are under way 
including a jet bomber and re- 
search projects in the field of 
turbine jet engines and guided 
missiles. William M. Allen, 
President, points out in the latest 
annual report that competition 
for business is extremely keen 
throughout the aircraft manu- 
facturing industry but risks 
which must be taken are great 


and of almost daily occurrence. 
It is necessary for aircraft manu- 
facturers to 
dollars in development of a new 
model without any certainty that 
a return of investment through 
quantity orders will be forthcom- 
ing. These remarks are made in 
stressing the uncertainty of the 
outlook in the transition period. 

The report of Curtiss-Wright 


invest millions of 
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The Baltimore and Ohio 
Railroad Company 


SUMMARY OF 1945 ANNUAL REPORT 


TO ALL SECURITY HOLDERS: 


The year 1945 was important to all security holders of the Company. 
The Interstate Commerce Commission, the Company's bondholders, and 
a Special Federal Court—each placed their stamp of approval on the 
Company's Adjustment Plan. On March 13, 1946, the Court entered its 
formal Decree, directing that the Plan be put into effect. 


Operating revenues of $361,373,218 for 1945, were $25,819,818 less 
than in 1944. Operating expenses of $296,661,547 were the largest in 
the Company's history, principally because of increased material costs 
and the charge of $18,571,715 on account of amortization of defense 
projects. This resulted in a tax credit of $14,990,255. Total taxes paid 
were $20,074,255. Statement of earnings, expenses and disposition of 
net earnings for 1945 follows: 














Year Compared 
EARNINGS: 1945 with 1944 
From transportation services per- 
Teo POPES A cn a $361,373,218 D $25,819,818 
From dividends, interest, rents, etc. 6,790,888 D 950,407 
SS en ny Seen $368,164,106 D $26,770,225 
EXPENSES: a 
Payrolls, fuel, material, etc............... $296,661 547 1 $ 9,592,793 
eR UES cee ere . 20,074,255 D 28,910,590 
Equipment and Joint Facility Rents 7,984,975 D__—‘1,838,082 
$324,720,777 D $21,155,879 
All other—interest on debt, rents, 
ny ee eee L Riperertenr tia Gt eee Be 27,541,928 D 601,309 
eR Se eS ee $352,262,705 D $21,757,188 
PMN MAMIPEMIIED  <,sscsexccssescecsecescugiattecsnsssant $ 15,901,401 D $ 5,013,037 
DISPOSITION OF NET EARNINGS: 
Additions and betterments .............. $ 3,553,498 D $ 1,352,612 
Sinking funds—to retire debt............ 7,241,082 D 815,853 
Other appropriations ............00 8,411 D 1,723 
MOURN co ssccssesstssnsstsoniscrvncsocesssashetorens 5,098,410 D 2,842,849 
Added to the Company's surplus.... $ 15,901,401 D $ 5,013,037 


Nearly $27,500,000 was invested in 1945 in the construction of new 
and improved track, bridges, signals, yards and other facilities, and in 
the acquisition of new and improved locomotives and freight and pas- 
senger cars. This resulted in additional source of traffic, more efficient 
and economical operations, and improved service for B&O patrons. 

A program of traffic development started several years ago is being 
intensified, and research projects promising heavier tonnage and more 
efficient locomotive performance are making encouraging progress. 


Equipment obligations issued during 1945 to finance the purchase 
of new equipment amounted to $15,799,609; equipment obligations 
retired were $5,183,560. Total equipment obligations outstanding, De- 
cember 31, 1945, were $39,105,577. This was $10,616,040 more than at 
the end of 1944. Other debt was reduced a total of $10,601,431 in 
1945. THE NET DEBT REDUCTION, 1942-1945 INCLUSIVE, WAS 
$105,021,264. 

Of the 17,857 employees of the B&O who entered the armed forces, 
more than 200 lost their lives. Of the rest, nearly 7,000 have resumed 
their employment with the Company, and nearly 1,300 additional serv- 
icemen have also been employed. 

The President and Directors acknowledge with appreciation the con- 
tinued cooperation of stockholders. Government agencies, shippers, and 
the officers and employees of the Company. 


R. B. White, President 
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for 1946 has been delayed by 
details in connection with re 
negotiation of contracts. Recent- 
ly, however, the president stated 
that heavy expenses entailed in 
connection with the concentration 
of activities, formerly conducted 
in 17 plants, in three plants will 
result in a loss for the first 
quarter of this year. The present 
backlog of orders totals $86,- 
000,000. With peacetime activi- 
ties given over principally to the 
manufacture of engines, propel- 
lers and airframes, the com- 
pany’s earnings will doubtless 
make an unimpressive compari- 
son with wartime results. 

Stockholders of United Air- 
craft were recently informed that 
orders on hand were sufficient to 
keep the present roster of em- 
ployees busy until mid-summer. 
Company stands to derive im- 
portant benefits from the carry- 
back provisions of the tax law, 
providing no change is made in 
the law. Company was optimistic 
over prospects in Latin-America 
to obtain new business. 

Glenn L. Martin, at last re- 
ports, had unfilled orders of some 
$30 million and prospective re- 
conversion business totals about 
$25 million. Company has start- 
ed production of plastics. 

Lockheed and Consolidated 
Vultee are two other major pro- 
ducers of commercial planes. 
which have booked fairly sub- 
stantial orders for new trans- 
ports. Their military business 
apparently will be smaller than 
that of Douglas and Boeing. 

Consolidated Vultee has re- 
ceived a contract for 100 twin- 
engine planes from American 
Airlines. The company is plan- 
ning to make a concerted drive 
in the field of twin-engine com- 
mercial planes and has set a goal 
of at least 300 more of this type 
for 1946. It will find Glenn Mar- 
tin a strong competitor, however. 

Lockheed’s backlog of unfilled 
orders at the present time 
amounts to nearly $200 million, 
of which about $144 million were: 
for military craft. The company 
has been prominent in the devei- 
opment of jet-propelled planes. 
and is reported to be developing, 
a. gas turbine engine of _ high: 
horsepower. Company is also: 
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seeking purchase, or obtain a 
license to manufacture, Rolls 
Royce’s latest jet engines. With 
its four-motored Constellation 
transport plane, Lockheed ap- 
pears to have obtained a con- 
siderable jump on most of its 
competitors but new business 
from commercial airlines will con- 
tinue limited and considerably 
less than the level of the industry 
to produce. 

Republic Aviation has come 
along rapidly in recent years 
through development of military 
and commercial planes that have 
given above average performance. 
The current backlog is estimated 
at about $32 million exclusive of 
bookings of approximately $15 
million for the Seabee program. 
Negotiations are proceeding for 
manufacture of transports for 
Pan American Airways and man- 
agement is hopeful that bookings 
may be increased to above $80 
million as compared with $45 
miilion at the end of last year. 

This survey of the aircraft in- 
dustry’s problems would not be 
complete without mention of the 
remarkable financial progress 
achieved in war production. 
Virtually all companies have 
strengthened themselves financial- 
ly and physically. This fact ex- 
plains their reluctance to close 
up shop now that war orders 
have ceased. Managements still 
are hopeful of finding sufficient 
business to keep going but profits 
for some time will probably look 
pretty small by contrast with the 
lush war years. 





For Profit and Income 





(Continued from page 163) 


tract awards are now at a monthly 
rate not seen (for privately- 
financed construction) since 1928. 
Materials makers well-situated to 
meet residential demand are al- 
ready reporting sharp gains in 
earnings. As one instance, Nat- 
ional Gypsum netted 42 cents a 
share in the first quarter against 
15 cents a year ago, and had the 
most profitable March in its his- 
tory. Some of the best in the 
group are Lone Star Cement and 
Lehigh Portland Cement, Flint- 
kote, Ruberoid, Crane and, among 


MAY 11, 1946 


qs hard to beat a Milwaukee Road 
train for comfort and satisfaction. 
Consider a few of the many advan- 
tages of travel on the Speedlined 
HIAWATHAS. 


Complete facilities—Step into the 
celebrated Tip Top Tap for a sand- 
wich or beverage. Appetizing dining 
car meals at low cost. 


Room to move around—you get not 
just a deep-seated reclining chair, but 
a whole car—or train—to stroll through. 
Roomy lounges; clean, well-equipped 
wash rooms. 

Smooth comfort—modern train de- 
sign and a seasoned, well-ballasted 
roadbed assure a smooth, silent ride. 








Roominess.--smoothness---silent comfort 


ane yours on The Hhinwathus 


Scenic charm—wide windows give 
you an unobstructed close-up of the 
rivers, forests, fields and villages. 


Weatherproof reliability storms 
hold no discomfort, fog doesn’t delay. 
You get there on time on the HIA- 


WATHAS. 


Speed with economy—your trip on 
the HIAWATHAS starts and ends at 
downtown stations, you travel at high 
speeds, yet round trip coach fares are 
less than two cents a mile. 





We're still busy carrying veterans 
home, but there'll be room for you on 
one of the HIAWATHAS. See your 
nearest railroad ticket agent for 
friendly travel counsel. 


F, N. Hicks, Passenger Traffic Manager, Chicago 


THE MILWAUKEE Roap 


THE HIAWATHAS: CHICAGO} Milwaukee—La Crosse— St. Paul — Minneapolis 


Des Moines— Omaha -— Sioux City — Sioux Falls 








high-priced issues, Johns - Man- 
ville and U. S. Gypsum. None of 
these stocks looks at all cheap on 
current earnings, but there is 
every reason to believe that build- 
ing will have the longest boom- 
cycle of any industry. That is 
why current earnings are being 
highly capitalized. 


The Metals 


OPA policy on non - ferrous 
metals prices is clearly untenable 
and will have to give way. Domes- 
tic prices are much under free- 





market world prices, and domestic 
supply can not meet the demand. 
Lead is especially tight. Wages 
have just been upped sharply. 
There is well-founded talk of 15 
cent to 16 cent copper, though 
just how quickly remains to be 
seen. It is believed that subsidies 
for high-cost producers are doom- 
ed. The metal stocks are acting 
well. Among the best are Kenne- 
cott and Phelps Dodge. 


Cigarette Prices 
The boost of 25 cents a thous- 
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5 SOUND STOCKS 


currently headed Jor 
100% EARNINGS GAIN 


hwo ry rising sales, better profit margins, and tax savings 
should mean gains of 100% or more in profits to 5 com- 
panies whose stocks are analyzed and recommended in the 


current UNITED Report. 


For Income and Profit 


a Building Supply Stock of company now at capacity. 
Earnings should exceed $3 a share vs. less than $1.50 in 1945. 


2. Department Store whose remarkable gain in sales 
and large tax savings should result in doubling earnings. 


3. Low-priced stock of Heavy Industry Company, now 
operating 80% above prewar levels with profits rising. 


4. Leading Container Manufacturer whose much higher 
earnings indicate larger dividends. 


5. Chain Store Stock in line for 2-for-1 split and more 


‘than 100% jump in earnings. 


Also, with this 5-Stock Report — 


46-YEAR CHART OF STOCKS, BONDS, 
: BUSINESS 
New UNITED feature — a 46-year chart in 4 colors of Stocks, 
Bonds, Business Activity, and Commodity Prices — 1900 to date. 
Use it to compare today’s price action with that of other post- 
war periods and earlier bull markets. 


Yours with One Months “TRIAL” 


SPECIAL 5-STOCK REPORT, 46-Year Chart, and the weekly 
UNITED Bulletin Service for one full month will be sent to new 


readers for only $1. 


Send Name and Address Now with $1 for Report : MW-27 


UNITED BUSINESS SERVICE 


270 Newbury Street, Boston 16, Maas. 

















and in cigarette prices, long anti- 
cipated, is estimated to add 
roughly $3 a share to earning 
power of American Tobacco and 
Liggett & Myers, $2 for Philip 
Morris and $1 each for Reynolds 
and Lorillard. Figured in rela- 
tion to 1945 profits, the gain is 
very large and should warrant 
some moderate dividend increases. 
However, the industry is loaded 
up with leaf inventory, the cost of 
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which has been financed by capi- 
tal issues or bank borrowing, with 
a resultant increase in prior 
charges, including debt amortiza- 
tion in some cases. Hence, divi- 
dend polrey probably will remain 
generally conservative. In con- 
trast, the booming liquor industry 
has reduced debt. Its boom, so to 
speak, is more on cash and less 
“on paper.” 





Billions in Subsidies 





(Continued from page 141) 
opposite example. Farmers are 
still being paid for soil conserva- 
tion, and farmers, once the 
present high level of demand sub- 
sides, can be paid for cutting 
down production, and the parity 
price subsidy has acquired such 
powerful political support that 
it would be tantamount to  po- 
litical suicide for any Senator or 
Congressman to advocate any 
modification in it. Yet at the 
present time, with farm income 
some 50 per cent above the previ- 
ous 1919 peak and with the 
world begging for our agricul- 
tural products, Congress is seri- 
ously considering legislation 
which would add more millions 
to the farm subsidy. Plans in 
this direction apparently disre- 
gard the fact that farm product 
prices at the present time are the 
highest since July 1920 and 212 
per cent above the 1909-1914 
average. 

The end of the war found the 
Government with an excess of 
aluminum productive capacity ou 
its hands. To all new buyers of 
these plants, except Aluminum 
Company of America, the Gov- 
ernment will pay a subsidy to 
enable them to produce alumi- 
num on equal cost terms with 
Alcoa. 

Unless OPA is completely jet- 
tisoned, which it probably wiil 
not be, more subsidies are cer- 
tain to be proposed in the future, 
as a makeshift device to hold 
prices to consumers down while 
permitting wages and prices to 
producers to rise. From a politi- 
cal standpoint it is ideal because 
no one feels the cost of these sub- 
sidies’ directly and proponents 
can claim that they are both the 
protector of the consuming pub- 
lic and the benefactor of the pro- 
ducer. The cost of these sub- 
sidies will be simply added to the 
Federal budget. 

Subsidies offer a very conveni- 
ent, and apparently _ painless, 
method of sanctioning wage in- 
creases, while keeping up the ap- 
pearance of a stable price level. 
In short, they are a form of hid- 
den inflation. The most fallaci- 
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ous aspect of subsidies is that 
they are limited to those favored 
groups able to command effective 
political respect. If farmers, cop- 
per miners and ship operators 
are entitled to ask for and re- 
ceive a subsidy from the Govern- 
ment, why not the steel makers, 
automobile manufacturers and a 
host of other industries now 
laboring to wring a reasonable 
profit out of an inequitable price 
imposition? Their’s is a_ lost 
cause, however, because to grant 
a subsidy to General Motors, for 
example, which would enable you 
to buy your new 1946 car ai 
1942 prices, rather than several 
hundred dollars higher, would be 
too obvious for political popu- 
larity. It might also be added 
that the cost of the family car 
does not enter into official com- 
putations of the cost of living, as 
do food, clothing, and housing. 

Without subsidies price con- 
trol could not be made effective 
and many segments of our indus- 
try would have no choice but to 
cease operations. To the extent, 
therefore, that subsidies give im- 
petus to production, they are the 
lesser of two evils. 

Yes, subsidies are likely to be 
with us for some time—but the 
Government is remiss in its obli- 
gation to tell consumers and tax- 
payers the truth: subsidies are a 
handout to special groups for 
which all of us, consumers and 
taxpayers, will have to pay in 
one way or another. Subsidies 
are inflationary, they contribute 
to inefficiency and distort the un- 
hampered play of the forces of 
supply and demand. 





An Investment Defense 
Against Gov. Fiscal Policies 





(Continued from page 132) 


12 per cent larger than were paid 
in the first quarter of 1945. 

Not only are selected common 
stocks, despite the current ad- 
vanced levels at which they are 
quoted, obtainable to yield a bet- 
ter current return than can be 
had from good quality bonds and 
preferred stocks, but in the 
present setting there are many 
common stocks where the promise 
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of a higher or extra dividend is 
well founded. Market volatility 
is a characteristic of common 
stocks against which no common 
stock issue, regardless of its 
quality, is immune. For the in- 
vestor relying substantially on 
investment income, however, con- 
tinuity and security of income is 
the prime consideration and nor- 
mal price fluctuations, other 
things being equal, are a second- 
ary factor. 

Again, however, it is necessary 
to emphasize the necessity of 
compromise in preparing a de- 
fensive investment program. It 
is not advocated that the investor 
undertake a wholesale switching 
of funds from bonds and pre- 
ferred stocks to common stogks. 
Rather such a program is sug- 
gested only to the extent that it 
is necessary to make up a de- 
ficiency in income, not with the 
idea of obtaining the maximum 
possible income but to insure a 
practical minimum against fur- 
ther diminution. The very fact 
that all security values are high 
—hbonds are at the top of a 
twelve year bull market, while 
stocks are near the top of a four- 
year rise—emphasizes the wisdom 
of not concentrating funds in a 
single class of investment 
medium. 

If the suggested program does 
not appeal to some investors, on 
the grounds that the inclusion of 
common stocks for one reason or 
another is not feasible at this 
time, there is an alternative— 
also defensive in scope. It is al- 
most inevitable that every port- 
folio will contain securities which 
have enhanced in value and show 
a profit. It is suggested that 
these profits be taken, such gains 
to be used to bolster current in- 
come and the balance reinvested 
itt other issues compatible with 
the aims and general character of 
the investor’s present holdings. 
There is, of course, a practical 
limit to the advantages to be 
gained in this manner, but it is a 
temporarily effective defensive 
measure. 

Finally, it might not be un- 
wise to set aside out of principal 
funds a minimum sum necessary to 
augment income. Should the un- 
foreseen happen and_ security 











Interesting 
Circulars 


FOR OUR READERS 


KW Ww 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm, Limit each 
letter to a request for one circular, 
giving your name and address 

ADDRESS: Booklet Department — 
Magazine of Wall Street, 90 Broad 
Street, New York 4, N. Y. 


For Business Executives: A valuable 
20 page booklet on business manage- 
ment will be sent free when requested 
on your Company’s letterhead. 


Expansion Ahead for the Building 
Industry—32 selected stocks for long 
term capital gain. 


Primer for Investors—Guide book for 
new investors to explain the termin- 
ology of Wall Street. Also a section 
devoted to estates, trusts and wills 
Prepared by large N.Y.S.E. member 
firm. 


Know-As-You-Go Guide—Descriptive 
leaflet of the Handy Record Book 
for investors, providing a simplified 
record of capital gains and losses. 
Method outlined to keep investment 
records in ‘‘automatic’’ order. 














values experience a_ substantial 
decline in value, the opportunity 
to acquire investments on a more 
favorable price and yield ad- 
vantage would probably be suf- 
ficient to offset any depletion of 
capital spent as income. 





What First Quarter 
Reports Reveal 





(Continued from page 135) 


pared down to only $829,000, 
equivalent to $0.19 per share 
while General Motors’ $89,000, 
000 deficit for that period was 
trimmed down to $36,000,000, or 
$0.87 per share. 

However, there are certain in- 
teresting differences between the 
bookkeeping adjustments made 
by the two companies in utilizing 
their tax credits. In the case of 
Chrysler, the tax credit em- 
ployed arose mainly from carry- 
back on excess profits paid in 
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previous years, on which the 
company would have been en- 
titled to a refund. Chrysler also 
credited against its loss a $402,- 
000 reserve previously set aside 
for reconversion expenses. 

General Motors, on the other 
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WHAT 
INVESTMENT 
POLICY NOW? 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip this 
advertisement, send it to us 
with a list of 7 securities you 
own. We'll tell you whether 
our strategy is to Hold or 
Switch. No cost or obliga- 


tion. Write Dept. ywh3ga, 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
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hand, drew liberally against its 
estimated tax savings for 1946, 
on the assumption that the year 
as a whole would be a profitable 
one. And, in addition to this, 
GM, like Chrysler applied carry- 
back credits based on previous 
excess profits levies, and also 
utilized a part of its reconversion 
reserve. 

Both managements are optim- 
istic on second quarters results, 
but emphasize the uncertainties 
and difficulties confronting the 
industry, particularly with re- 
gard to rising production costs 
and rigid price structures. 


Liggett & Myers Sales 


An innovation in first quarter 
fiscal reporting is the release by 
Liggett & Myers, conforming to 
the SEC requirement of quarter- 
ly sales reporting by all indus- 
trial companies. Net sales for 
this leading cigarette manufac- 
turer aggregated $98,211,181 
for the period indicated. A corre- 
sponding figure for last year is 
not indicated, because SEC’s 
ruling on release of sales in- 
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formation is not retroactive, 
However, the company’s state- 
ment accompanying the release 
discloses that first quarter re- 
sults were better than in the com- 
parable period of last year. 

In interpreting this in terms 
of sales prospects for the current 
year, it must be remembered that 
the first quarter is usually the 
least impressive for the cigarette 
industry, whereas the third quar- 
ter is ordinarily the best, al- 
though seasonal fluctuations are 
not very pronounced. Barring 
unforeseen developments, Liggett 
and Myers this year should 
therefore surpass its 1945  voi- 
ume of $399,000,000, which rep- 
resented a $25,000,000 increase 
over 1944 receipts. 

Union Oil Co. of California 
reported net of $1,815,492 for 
the first quarter, a moderate in- 
crease over its comparable 1946 
showing of $1,780,294, despite a 
decrease in sales from’ $33,894,- 
000 to $28,057,000. However, 
the earnings per share relation- 
ship between the two periods is 
somewhat distorted by the pres- 
ence of the $3.75 preferred stock, 
which did not exist a year ago. 
Consequently, net earnings ap- 
plicable to common equalled 
$0.34 as against $0.38 in the 
1945 period. 

Railroad Results 

Interim earnings for the rail- 
roads reflected, in many _ in- 
stances, the unsettled industrial 
situation, with many carriers re- 
porting sharply reduced _ net. 
The rails have not only lost the 
enormous war traffic which boost- 
ed their revenues last year, but 
have felt the effect of decreased 
shipment of peacetime products 
as a_ result of reconversion, 
strikes, and supply shortages. 
Among the hardest hit were 
Southern Pacific, with a net of 
$0.68 per share as against $2.36 
per share a year ago, Illinois 
Central, whose earnings dropped 
from $3.64 to $0.76 per common 
share, and Nickel Plate, scoring 
a decline from $6.09 to $0.63 
per share on its preferred. 

The utility group, as a whole, 
made a fairly commendable show- 
ing, with substantial earnings 
gains registered over 1945 inter- 
im results. Improvement in this 
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direction was not unexpected, as 
the utilities are major benefici- 
aries of tax revision through 
elimination of the excess profits 
levy. United Gas Improvement 
more than doubled its net from 
a year ago, reporting $0.51 
per share as against $0.25 for 
the 1945 quarter, while Consoli- 
dated Edison reported a gain 
from $0.82 to $1.12 per share 
for the same period. Common- 
wealth Edison showed $0.63 per 
share on its common compared 
with $0.48 in the 1945 interval. 
Consolidated Gas of Baltimore 
common share earnings rose from 
$1.31 to $1.73 in the same period. 

The outlook for the operating 
utilities, as a whole, is fairly 
promising. Measured in terms of 
energy output, the electric power 
operating companies have been 
showing gradual but perceptible 
growth characteristics for many 
years, and to all indications, the 
long term trend will continue for 
some time to come, after making 
allowances for postwar load ad- 
justments. With the peak of gov- 
ernment hostility now believed to 
be past, and a more equitable tax 
basis in force, the operating com- 
panies should be able to translate 
a fair portion of their revenue 
growth into net income. It is 
almost axiomatic, however, that 
conspicuously good earnings at- 
tract demands for rate reductions 
or earnings recapture. 

Summing up, while industry 
has been seriously hampered in 
its progress towards all out pro- 
duction by strikes and _ price 
squeezes, and in many cases in- 
terim losses have been severe, 
these transient difficulties appear 
to have brought no serious effects 
in their wake for concerns re- 
porting for the first quarter. In- 
deed, confidence in the near term 
future is evidenced by manage- 
ments reporting even discourag- 
ing results for recent months, in 
many instances attended by regu- 
lar dividend distributions in ex- 
cess of current earnings, and oc- 
casionally by declaration of ex- 
tras. All in all, the tremendou3 
civilian demand now becoming 
realistic has dispelled former 
fears that the big tumble from 
abnormal military production 
might prove disastrous. 
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) Stocks Appraised 


In This Simple ... Clear ... Easy to 
Understand Investors Handbook 


HE Investors Guide contains the essential data you need for 

evaluating your present holdings . . . and your contemplated 
purchases. Comparable in every way to similar services selling at $29 
to $30 a year, it digests exhaustive findings to give you: 


e Company’s Business . . . Ticker Symbol, Where Listed. 

e Capitalization, Par Value . . . Funded Debt of Each Company, Number of 
Common and Preferred Shares Outstanding. Par Value of Common. 

e Financial Strength . . . Working Capital in Millions of Dollars, Ratio of 
Assets to Liabilities. 

e Dividend Record . . . Amounts paid on common “44, °45, to date in 46. 


Amount and Date of Latest Payment; Date Ex-Dividend. On preferreds, 8- 
year Dividend Record; Cumulative or Non-Cumulative; Convertible; Arrears, 
if any; Call Price; ete. 

Earnings Record . . . Earnings per share in 1942, 1943, 1944 and 1945. Interim 
Figures for 1945 and 1946. 

Price Range for 1929-1944 . . . Over Boom and Depression, War and Peace; 
Highs and Lows for 1945, 1946 to date. 

Extras Include . . . Latest Commission Charges on N. Y. Stock Exchange and 
N. Y Curb: % Yield on Stocks Considering Price and Dividends. 


Industrial Discusses 39 industries . . . with definite conclusions as to 
Section most attractive . . . least promising . . . over the short term 
and the longer term. 


Interpretative Up-to-the-Minute Comments on pertinent developments and 


Comments factors regarding each company. Interprets the statistical back- 
ground. 

Overall 1. Industrial Ratings, in four classifications; 2. Security Ratings 

Ratings for Investment Status in six classifications; on Earnings Trends 


in three classifications. 
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of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose [J] $50 for 6 months’ subscription; (J $75 for a year’s subscription. 
(Service to start at once but date from June 15, 19416) 
SPECIAL MAIL SERVICE ON BULLETINS 


Ait Mail: $1.50 six months; [J $3.00 0) Telegraph me collect in eeipaion of 
one year in U. S. and Canada. _ important market turning points 

Special Delivery: (] $3.50 six months; when to buy dnd when to sell. 

$7.00 one year. 
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Your subscription shall not be assigned at List up to 12 of your securities for our 
any time without your consent. initial analytical and advisory report. 
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BOOK REVIEWS 









pUSTRY IN LATIN AMERICA 
George Wythe 


355 pp. $4.00 


this work by an authority on the sub- 
+ should be read by everybody inter- 
‘in doing business with Latin Amer- 

The need for industrialization felt 
many Latin Americans is expounded 
, desire to break the shackles of a 
nial economy. ‘The industrial: situa- 
nin the twenty republics is discussed 


mbia University Press 


th special emphasis on Argentina, 
mguay, Brazil and gMexico. ‘The na- 


ml economic policy of some of the 
yntries is also touched upon. To many 
ys accustomed to think of Latin Amer- 
,as exclusively a raw materials pro- 
er the extent of industrialization, 
ugh sporadic, will come as a surprise. 


—E ECONOMIC MIND IN 
MERICAN CIVILIZATION 
06-1865 


\ Joseph Dorfman 


987 pp. $7.50 


These two volumes are described as “A 
sory of the American contribution to 
nomic thinking—a fundamental study 
ur culture.” Despite their ponderous 
le and sub-title these books should 
we fascinating reading for anyone who 
tively or studiously interested in the 
ny economic problems with which we 
¢ confronted today. Mr. Dorfman’s 
refully documented explorations into 
t past economic background not only 
al many facts and conditions con- 
ay to accepted beliefs, but they sup- 
rt the idea that “there is nothing new 
ier’ the sun”. Our ancestors had to 
tend with many problems which bear 
marked resemblance to those with 
ih our best economic minds and ad- 
uistrators are grappling at the present 
i. Prices, wages, production and _ vio- 
nt fluctuations in the prosperity cycle 
ve plagued our economic well being 
ne our colonial days, but obviously did 
ithamper our growth or prevent us at- 
inng the highest standard of living in 
e world. Reading Mr. Dorfman’s vol- 
és will not only restore your faith in 
t effectiveness of the American way of 
fe, but will add immeasurably to the 
ith of your historical knowledge. 


RAN 
William S. Haas 
umbia University Press 


2 vols. 


$3.50 


Xo more timely book can be read now, 
hen the Red Army is restive in the Near 
ist, than “Iran,” written by a scholar 
io lived in the country formerly called 
‘sia. The writer discusses in an aca- 
ic manner several phases of Persian 
lization, such as religion, society, and 
Nernment, and reviews briefly the past 
' recent history of Iran. Especially 
ttinent are the chapters on the reforms 
the late “strong man” of Iran, Reza 
ih, and the section dealing on the fu- 
outlook of the country in the light 


257 pages 


conflicting interests of Britain and 
Wet Russia. 

.S.R. FOREIGN POLICY 

Victor A. Yakhoutoff 

Pward-McCann Inc. 292 pages $3.50 


The author of this volume was former- 
Pa general in the old Russian Imperial 








AY 14, 
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Army, but is now an American citizen. 
Mr. Yakhoutoff has for many years been 
a friend of the Soviet Union, and in the 
preface to this work, completed in May, 
1945, he pleads for friendship with the 
Russians as a means of maintaining 
world peace. The fifteen chapters which 
comprise this book are a recapitulation 
of Soviet policy from the early days of 
the 1917 revolution right up to the San 


Francisco conference. The book is_ in- 
tended for the layman and should give 
the diligent reader an idea of Soviet 
motives in that country’s dealing with 
foreign countries. 

ELECTRONS IN ACTION 

By James Stokley 

Whittlesey House 319 pages $3.00 


Here is a technical subject written so 
that the average layman may read and 
digest it with ease. At a time when 
atomic energy and applied electronics are 
changing the pattern of our civilization, 
a work of this character, by an authority 
on the subject, is particularly appropri- 
ate. There are fascinating chapters on 
radar, new methods of heating, and the 
almost incredible performances of indus- 
trial controls electronically operated. ‘The 
reader is introduced to new dimensions, 
gains an entirely new _ perspective on 
many phases of industry, and is given a 


foretaste of how electronics will influ- 
ence the world of tomorrow. 

TO WHOM PALESTINE? 

By Frank Gervasi 

Appleton-Century 213 pages $2.50 


Long familiar with the Mediterranean 
and the Holy Land, this veteran reporter 
puts his finger on the real issues at 
stake in troubled Palestine. Gervasi pre- 
sents an incisive analysis of the conflict- 


ing imperialisms in this crossroads be- 
tween East and West where British and 
Russian interests clash head on. Par- 


ticularly noteworthy are the chapters on 
oil, and the role it plays in the complex 
Palestinian drama. While treating ade- 
quately and objectively the myriad religi- 
ous, racial and cultural interests involved, 
the book is essentially an economic- 
political analysis, and it is from this 
standpoint that the author presents his 
interpretation. 


HOW TO DEVELOP YOUR 
EXECUTIVE ABILITY 

By Daniel Starch 

Brothers $3.00 


In recent years there has been a 
veritable string of books on “how to” do 
this or that, such as winning friends, 
succeeding in business, improving one’s 
self, and so on. However, Mr. Starch’s 
work is not merely “just another” of 
such efforts, nor a rehash of the princi- 
ples of applied psychology, as so many 
of such books are. The volume is based 
upon methods he has observed and ap- 
plied in his career as industrial consult- 
ant. His approach is therefore intense- 
ly practical and the book is replete with 
suggestions which any one can profitably 
apply. Among its noteworthy contents 
are the treatments on effective thinking, 
development of leadership, self organiza- 
tion for success, and how to handle 
people. 


Harper and 267 pages 















THIS IS THE ROAD TO. 


| 
| STOCK MARKET 


SUCCESS 


by GEORGE SEAMANS o 


Whether you own one share 
or 1000—read this book! 
Written in simple language 
to help you understand TO- 
DAY’S perplexing market. 
Explains BASIC elements for 
profitable trading and invest- 
ing. Gives workable rules. 


Send $3 Direct to 
SEAMANS-BLAKE INC. 








MONEY 
REFUNDED 


upon request 34) W. Wash., Dept. M-3, Cuicago7 




















BRANIFEF 
AIRWAYS | 


Dividend of fifteen cents per share 

on its 1,000,000 outstanding shares | 
payable on May 24 to stockholders | 
of record at the close of business | 
May 14, 1946, authorized by Board 

of Directors’ meeting April 29. 





Cc. G6. ADAMS 


Dallas, Texas Tyeasurer 














CARBON COMPANY 


Ninety-Eighth Consecutive 
Quarterly Dividend 


Che.Directors of Columbian Carbon 
Company have declared a regular 
quarterly dividend of thirty-five cent: 
($.35) per share, payable June 10, 1946 
to stockholders of record May 15, 1946 
at3 PM 


GEORGE L. BUBB 


Treasurer 








C CONTINENTAL 
CAN COMPANY, Inc. 


The second quarter Interim dividend of 
twenty-five cents (25¢) per share on the 
common stock of this Company has been 
declared payable June 15, 1946, to 
stockholders of record at the close of 
business May 25, 1946. Books will not 
close. 

SHERLOCK McKEWEN, Treasurer. 














ALBERT RAMOND 
& ASSOCIATES, INC. 


Serving American Industry Since 1916 
INDUSTRIAL ENGINEERS 
Cost Reduction * Improved Wages 
Production Management 


CHRYSLER BUILDING, NEW YORK 17 
TRIBUNE TOWER, CHICAGO 11 

RUSS BUILDING, SAN FRANCISCO 4 
200 BAY STREET, TORONTO 
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4—AGRICULTURAL IMPLEMENTS 
ere 


H—Int. Harvester 
L —Minn.-Moline 
Oliver 


11—AIRCRAFT 
L —Aviation Corp. 
Boei 


ng 
Cons. Vultee 
L —Curtiss-Wright 
H—Douglas 
H—Grumman 
H—Lockheed 


United Aircraft 


6—AIR LINES 
H—Am. Air Lines 
Braniff 
H—E. Air Lines 
Pan American 
H—Trans. & West. 
H—United Air Lines 


5—AMUSEMENT 
Loew's 
H—Paramount 
L —R.K.O. 
20th Century 
Warner Bros. 


al tc ACCESSORIES 
|\—Bendi. 
H—Borg 
H—Briggs 
Budd Mfg. 
Budd Wheel 
L —Cont. Motors 
H—Elec. Auto-Lite 
L Hayes Mfg. 
L Houd.-Hershey 
L —Hupp 
L —Martin-Perry 
L —Murray 
L —Stand. Stl. Springs 
Stewart-Warner 
H—Timken-Det. Axl. 


11—AUTOMOBILES 
H—Chrysler 
H—General 
L —Graham-Paige 
Hudson 
H—Mack 
Nash 
L —Packard 


eo 
Studebaker 
White 

L —Willys 


3—BAKING 
L —Continental 
L —General 
Purity 


a ses me MASCHINES 
L —Burroughs 
Nat. Cash Reg. 
Rem. Rand 


2—BUS LINES 
Greyhound 
L —Omnibus 


4—CHEMICALS 
H—-Allied 
Com. Solvents 
H—duPont 
H—Union-Carbide 


2—COAL MINING 
L —Lehigh C. & N. 
L —tLehigh Val. Coal 


4—COMMUNICATION 
L —Am. Cable & Radio 
H—Am. Tel. & Tel. 
Int. Tel. & Tel. 
H—West. Union ''A"' 


ei pote og oy 
L —Am. Rad. & S. S. 
L —Bucyrus-Erie 


The Magazine of Wall Street's 
COMMON STOCK INDEX 


1946 Grouping of the 300 Component Issues 


H—Component of the 100 HIGH PRICED STOCKS Group (1945 Close above 42) 
L—Component of the 100 LOW PRICED STOCKS Group (1945 Close below 2234) 


L —Certain-teed 
rane 

Flintkote 

H—Johns-Manville 

H—Lone Star Com. 
Nat. Gypsum 

L —Nat. Supply 
Otis Elevator 

L —Pittsburgh Screw 

H—U. S. Pipe 

L —Walworth 


a os ng al 
H—Am. 

Sonteiaer Corp. 
H—Cont. Can 
H—Crown Cork 
L —Gair 
L —Nat. Can 
H—Owens-Ill. 


8—COPPER & BRASS 
H—Anaconda 
L —Bridge. Brass 
L —Cal. & Hecla 
L —Cons. Copper 
L —Inspiration 
H—Kennecott 
L —Miami 

Phelps Dodge 


2—DAIRY PRODUCTS 
H—Borden 
Nat. Dairy 


5—DEPARTMENT STORES 
H—Allied Stores 
H—Ass. Dry Goods 
H—Gimbel Bros. 


H—Macy 
Marshall Field 


sees s.4 cael ARTICLES 
H—Col 
L Sainte Safety Raz. 
Shorpe & Dohme 
United Drug 
L —Zonite 


a. COMPANIES 


oe Ad Gredit 


7—FOOD BRANDS 

Best Foods 

H—Corn Products 

H—Gen. Foods 

L —Libby-McNeill 
Nat. Biscuit 

H—Stand. Brands 
Stokely 


2—FOOD STORES 
H—Kroger 
Safeway 


3—FURNITURE 
Congoleum 
Servel 
H—Simmons 


3—GOLD MINING 
L —Alaska Juneau 
Dome Mines 
H—Homestake 


6—INVESTMENT TRUSTS 
L —Adams Express 
L —Adm. Internat. 
Atlas Corp. 
H—Lehman 
L —Transamerica 
L —Tri-Cont. 


3—LIQUOR 
H—Distil.-Seagrams 
H—Nati. Distillers 
H—Schenley 


8—MACHINERY 
way dey 
Mach. & Fndry. 

H—Caterpillor 
Foster-Wheeler 

H—Gen. Electric 

H—Timken R. B. 
Westinghouse Mfg. 

H—Worthington Pump 


3—MAIL ORDER 
ontgomery Ward 
Sears, Roebuck 
L —Spiegel 


—— PACKING 
—Armour 
Swift & Co. 
L —Wilson 


13—METALS, NON-FERROUS 

H—Am. Smelting 

L —Am. Zinc 

L —Callahan Zinc 

H—-Cerro de Pasco 
Int. Nickel 
Nat. Lead 

L —Pacific Tin 

L —Park Utah 

L —Patino Mines 

H—St. Jo. Lead 

L —Silver King 

L —Sunshine 
Vanadium 


3—PAPER 
Crown Zellerbach 
H—Int. Paper 
Union Bag 


23—PETROLEUM 
Atlantic Ref. 
H—Barber Asphalt 
L —Barnsdall 
Cont. Oil 
L —Houston Oil 
. Mid-Continent 


—Ohio 
L —Panhanhdle P. & R. 
H—Phillips 
L —Pure Oil 
L —Richfield 
Shell Union 
L —Sinclair 
L —Socony 
H—S. O.,Calif. 
S. O., Ind. 
H—S. 0O., N. J. 
L —Sunray 
H—Texas Co. 
L —Texas Gulf Prod. 
Texas Pac. C. & O. 
L —Tide Water Ass. 
Union Oil 


20—PUBLIC UTILITIES 
Operating 
Commonwealth Edison 
Con. Edison 
Detroit Edison 
L —Florida Power 
L —Laclede Gas 
Pacific Gas 
Pub. Serv., N. J. 
So. Calif. Ed. 
Holding 
L —Am. & For. Pr. 
L—Am. Pr. & Lt. 
Am. Water Works 
L —Columbia Gas 
L —Commonwealth & So. 
L —Elec. Pr. & Lt. 
Engineer Pub. Serv. 
L —Int. Hyd. El. "A" 
L —Naft. Pr. & Lt. 
No. American 
L—Stone & Webster 
United Gas Imp. 


5—RADIO 
L —Farnsworth 
H—Philco 
L —Radio Corp. 
L —Sparks-Withington 
Zenith 


8—RAILROAD EQUIPMENT 

H—Am. Car & Fndry. 
Am. Locomotive 
Am. Sti. Fndries 
Baldwin 
Pressed Stl. Car 

H—Pullman 

L —Symington-Gould 
Westinghouse A. B. 


22—RAILROADS 
H—Atchison 


H—Atlantic Coast 
B. & O. 
a Pac. 


&O 
Chic. & N. W. 
Chic., Mil., St. P. & P. 
D. & H. 


L—D., L. & W. 

L —Erie 

H—Gt.? Nor., Pfd. 
Gulf Mobile 

H—Illl. Cent. 
Kans. City So. 

L —tehi —. Valley 


. Y. Central 
hy Pacific 
H—Pennsylvania 
H—So. Pac. 
H-—So. Ry. 
H—U. P. 


3—REALTY 
L —Equitable 
L —Gen. Realty 
L —uU. S. Reaity 


2—SHIPBUILDING 
L —Elec. Boat 
L —N. Y. Shipbldg. 


3—SOFT DRINKS 
H—Canada Dry 

H—Coca Cola 

Pepsi-Cola 


12—STEEL & IRON 


Alleg.-Ludium 
Am. Roll. Mill 
H—Beth. Steel 
Blaw-Knox 
H—Crucible 
L —Gt. Nor. Ore 
L —Interlake Iron 
Jones & Laugh. 
H—Nat. Stl. 


H—Youngstown Ss. & T. 


3—SUGAR 
Am. Crystal 
Cuban-American 
West Indies 


2—SULPHUR 
H—Freeport 
H—Texas Gulf 


3—TEXTILES 
H—Am. Viscose 
Am. Woolen 
H—Celanese 


3—TIRES & RUBBER 
H—Goodrich 
H—Goodyear 
H—U. S. Rubber 


5—TOBACCO 
H—Am. Tobacco ''B"' 
H—Liggett & Myers ‘'B"' 
Lorillard 
Reynolds "'B"' 
L —Webster 


2—VARIETY STORES 
Kresge (S. S.) 
H—Woolworth 


18—UNCLASSIFIED 


Allied Mills 
Am. Type Founders 
H—Con. Insurance 
L —Curtis, Publishing 
H—Eastman Kodak 
L—Gar Wood 
Glidden 
H—Libbey-Owens 
L —Marine Midland 
Newport Industries 
H—Procter & Gamble 
L —Savage Arms 
L —Shattuck (F. G.) 
L —So. Am. G. & P. 


perry 
L —Texas Pac. Ind. Tr. 
H—United Fruit 
L —Uu. S. Lines 
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Answers to Inquiries 





Continued from page 164) 
goldfield Consolidated Mines 


tkase furnish information on Goldfield 


gules of the Goldfield Consoli- 
vied Mines Co. for the year 
45 totaled $14,000,000. They 
we almost entirely in war ma- 
rials and were made largely 
or to V-J Day. The remainder 
Hthe year was given to problems 
Htermination and reconversion. 
filled government contracts 
jling $13,000,000 were re- 
ed after the war to $2,625,- 
). Management stated that as 
rsult of strikes the company’s 
ints were closed from Octobe 
th for the rest of the year. The 
rsident of the company re- 


ils that the plant producing. 


ignesium powder in San Fran- 
eo and grained aluminum at 
uth Gate, Calif., appeared to 
we no peacetime value and was 
quidated. He added that it is yet 
» early to determine whether 
¢ remaining government work 
i be carried out profitably, or 
{what the value the plans of 
himo Victor & Production En- 
meering Co., divisions may 
we. ‘he mining properties at 
pidfield and Aurora in Nevada 
d not operate last year. Net 
ofits for 1945 amounted to 
00,811, equal to 16 cents a 
lare on the 3,870,148 shares of 
ck, compared with profit of 
185,775 or 5 cents a share in 
le preceding year. 


. 


Public Service of Colorado 
Kindly advise me on the investment 
litus of Public Service of Colorado. 
—JV., Bridgeport, Conn. 
The common stock of Public 
“vice of Colorado was listed on 
le New York Stock Exchange 
t February where it had a price 
inge this year of: High 3914; 
Ww 8315, last 3714. It sold as 
igh as 4014 over-the-counter 
lore being listed. Cities Service 
wer & Light Company on No- 
ber 29, 1943, disposed of its 
terest in Public Service Co. of 
lorado by sale of the entire 
mmon stock ownership to a 
‘oup of underwriters for re-sale 
O the public. The initial quar- 
tly dividend of 4114 cents was 


1946 


paid on February 1, 1944, and 
since then has been paid regu- 
larly. However, from records 
available, dividend payments 
were paid continuously on this 
stock since 1907 or for about 39 
years, payment being made pre- 
sumably to the Cities Service 
Power & Light Co. Company 
earned $4.27 on the common 
stock in 1948 but in 1944, it 
showed $2.27 due largely to the 
excess profits tax which amount- 
ed to $2,808,319, and which was 
equal to over $3.00 a share on 
the common stock. If the excess 
profits tax had not been in force, 
earnings would have been ap- 
proximately $5.00 a share. Earn- 
ings in 1945 amounted to $2.53. 
In the first three months of the 
current fiscal year earnings 
amounted to $1.38 a share, com- 
pared with 57 cents in the corre- 
sponding period of the preceding 
year. As of September 30, 1945, 
consolidated balance sheet showed 
a good financial position with 
cash and U. S. Government se- 
curities amounting to approxi- 
mately $8,700,000 which, alone, 
exceeded total current liabilities 
of $8,008,167. Incidentally, the 
company called for payment on 
June 1, 1946, at 10114, $400,- 
000 par value of its 4% de- 
bentures due December 1, 1949. 
Based on the current market 
price, the indicated income yield 
is about 4.45% which is good for 
a stock of this calibre. 

The common stock at current 
market price appears to have 
considerable merit and is worthy 
of inclusion in any business 
man’s portfolio. 


International Telephone & 
Telegraph Corp. 

Please analyze financial report of In- 
ternational Telephone & Telegraph Corp. 
—B.E., Dayton, Ohio 

The company’s annual report 
for 1945 shows net income of 
$8,151,937 vs. $6,970,953 in 
1944, a gain of approximately 
16%. Balance sheet as of De- 
cember 31, 1945, showed ~ con- 
siderable improvement: Cash, 
$18,911,332 vs. $10,043,142 on 
December 31, 1944; U. S. Treas. 
Ctfs., $29,000,000 vs. $12,500, 
000 on December 31, 1944; Net 
Current Assets, $60,487,445 vs. 
$29,370,377 on December 31, 
1941; Earned Surplus, $53,008,- 





Cc CONTINENTAL 
CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 





declared payable July 1, 1946, to 
stockholders of record at the close of 
business June 15, 1946. Books will 
not close. 

SHERLOCK McKEWEN, Treasurer. 








+ CROWN CorK & SEAL 
CoMPANY, INC. 


PREFERRED DIVIDEND 


The Board of Directors has this day 
declared the Regular Quarterly Dividend 
of fifty cents ($.50) per share on the 
$2.00 Cumulative Preferred Stock of 
Crown Cork & Seal Company, Inc., Ppay- 
able June 15, 1946, to the stockholders 
of record at the close of business 
May 24, 1946. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary 

April 25, 1946. ° 











510 vs. $20,796,653 on December 
31, 1944. From these figures, it 
is noteworthy that cash increased 
by $8,868,190; U. S. Treasury 
certificates by $16,500,000 and 
net current assets by $31,117,- 
068, a gain of over 100%. More- 
over, company’s funded debt was 
reduced by $10,900,000 or more 
than 10% durmg 1945. The 
ratio of current assets to current 
liabilities was nearly 4 to 1 as 
compared to less than 2 for 1 on 
December 31, 1944. Earned sur- 
plus was about 21% times the 
amount it was on December 31, 
1944 and includes $24,432,443 
excess of cash and _ principal 
amount of securities received 
from sale of investment and liqui- 
dation of receivables over net 
amounts at which such invest- 
ment and receivables were carried 
on the books after deducting 
$7,600,000 provision for U. S. 
Federal income taxes thereon. 
Book value of common stock on 
December 31, 1945 was ap- 
proximately $41.00 per share vs. 
$39.00 a year ago and $29.00 on 


ey 


December 31, 1938. 





Editor's Note: 


In response to many re- 
quests from our readers, we 
are reprinting on page 186, 
a complete list of the 300 is- 
sues which comprise Maga- 
zine of Wall Street’s Com- 
mon Stock Index. 





























A Special Offer 
If You Have 
$50,000 or More 


\Y ithout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $50,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues with reasons for selling. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you, 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—'‘In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—'‘Your preliminary report re- 
garding my investment portfolio was received. | 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.’”’ A. M. 


From Nebraska—"I wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


From New York—"‘I am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—"Thank you for your immediate reply, 
including a preliminary analysis of my portfolio, I 
can honestly say that I am impressed by this report.” 
D. BH. 


From Oklahoma—“Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
it OMA: 


From Pennsylvania—'‘Your Preliminary Analysis 
of my inventory of capital investments received. I 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 


From Texas—"‘I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—‘I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s manpower conditions it is not open to 
mere curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF Wins STREEY. A background of thirty-nine years of service. 


90 BROAD STREET 


NEW YORK 4, N. Y. 
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